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"How Should Real Estate be Valued 
For Taxation?" 



Guy C. Swanson, Esq. 

To make thk paper bo far u possible of ■ome practical if local benefit, I 
beKene it -well to limiit th« questkm under diacUBSion. Idying aside the theorlM 
of "i»w real eatat« «ltould be valued for taia-tion," I will try to gii?e a synopak 
of }iow real estate sbould be valued for taxatitni in the State of Peni>syl*aju« 
under existing lan«, «j>d ity local example call attentioit to tbe methods in use 
among aeeewora. 

The tlteory of eon«ct and just taxation of Teal ectate may t>e t, profitable 
inquiry, but our statutes luuve provided a mode whicb is not to be tightly changed. 
It ia of value to ua to knovr our rif^ts under the statute and lo beoome familiur 
vrHlk die general power to laz, what ia subject at present to taxation, and the 
mode of asseeament, valuatioik and oollectkm under existing acts of aswmbly. 

The pcrwer of taxation ia In the legblature, is limited only by express oonsti- 
tutional provisiou, and the necessities of tbe Btat« as controllsd by the people. 
Every presumption is in favor of the right to tax. The legislature cannot Wnd 
its sucoesSiOTB, it may select its eoibjeets for taxation and provide for the mode 
of collection and impose penaHy {or non-payment. 

Our first oonetitutioin of 1790, limrted the power to levy taxes to the needs 
of a government, ecoDomicnlly administered, llie Constitutions of 15t33 and 1874 
disregard this Testratnt. In Section one of Article nine, trhe Constitution provides 
"All tales shall he uniform iiiiin tbe same elnss o( subjecte within the territorial 
linitA of the authority levying tbe tax, and eball be levied nnd collected under 
general laws, Imt tbe General Ataenibly may by general laws exempt from tax- 
stion public propeity used for public pnipo^es, actual places of religious woi^hip, 
places of burial not used or held for private or corporate profit, and institutions 
Bf a pui«ly public charity. 

Section Two: All laws exempting property from taxation other than the 
tbove enumerated, aliall Ibe void. 

Section 11iTe«i He power to tax Corporations and ooiporate prlvat« prop- 
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«rt7, shall not be BUircodered or suspended by ajij' ao>ittisot or grant to whkfa 
the attte hIiiJI b« a part;. 

Th4 Act of May 20th, ■ IWIl, the laigt Act relnting to e-cemptiona 
from taxation, providcMl in general that all churchea, buiiaJ gro'inds 
not u4ed for private gain, Institutions of Leaming, benevoleace or charity, flchcol 
bouses, txrart liouses and jatla, ^lall be exempt from t«ucation. ProvideJ, hiw- 
evcr, l^t any part of said property {rom "which en inoome is derived, shall be 
Bdbjeirt. "Hie aaine Aot also provides tbait where tbe net receipts from rental* 
of pu!blk HlbmrieB are not auflioient t« maistain the same, tiiat mxh UbrariM 
Aall be exempt from tasartion. 

By Virtue of Section 8, article 9 of fbe ConBtitutkni and the act of April 
20th, 1ST4, tbe following limrtaftnnB of the power to tax were created. No 
County or municipality can increase its indebtednMS to more vhan T pm ceitt. of 
the aaseaaed value of the liixal>1p property therein, nor can It, create a net debt 
axoeeding 2 per cent, upon tbe assessed vahie, without flTst obtaining the assent 
:tt tbe majority of the electors tbereof at a puIbUc election. 

RoUji^bly spealking, divided as to tiieir ultimate appropriation, taxes are oS 
two daaaee, taxation tfor State purpoan and taxation for local purposes, F<tr 
State purposes alone die following .items are held to be taxable: Mortgages, 
Judgm«n>ts, Obligations, Public Loana and Stodia except State and L'niied States 
Bonds and Amtiritiee over two hundred per year, personal property not otberwiM 
taxed, occupations, corporaitions. 

In general there are two kinds of property taxed. Realty and Personalty 
and realty being divided into seated and unseated. It b with the realty that 
we have to do. Without being miniite or exact, the mode of assessment and 
coUectkm of taxes may be »taTed as follows: Every township, borough and ward 
in each lorough, elivtB one person to serve as assessor for three years. Within 
twenty days of his election he flies with the County Comniiasiooera his oath ot 
office. In ca^e of vajsancy, the omn'missianers shall appoint a person to till tbe 

Under the Act of 18B7 the commiaaioiiera issue rhcir precepts to (he asses- 
Mrs for the tricDuial aaseesment on or before the second ISaada.) of SeptemOMr, 
and the assessors complete their assessraKoit om or bef(«^ tile Slat day of Decem- 
ber. Having received the last valuation aad Instniotiona, etc., froim tJhe Ouunty 
Commissioneraj it is the duty of the assessor to "go from house to house and 
assesR, rale, value em', return all objects for taxation, whether for state, ccunty, 
district, ward, towniship or bori.'Ugh purposeit. according to their actiial value and 
at such rates and prices as tihey would separately and bonaflde sell for." The 
property listed, is either realty or personalty, the realty being eitlier seated or 
unseated. Haning returned their assessments, the County Oommisiioncrs acting 
aa a Board of Beviaion, may exaoiine and correct them, and if they beJieve any 
property ihas been assessed and ^^hied below its actual vahie, to raise tbe aaima 
to tlie actual value, thereof, or if the same has been assessed or valued above 
its actual value, to paduce ihe same thereto, provided that in no caa« flball they 
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Intpow a diffemit t«t« fa dUbmrt towiNhip* in tl>eir ooaniy, tat the same ilull 
tM eqiMl througbout, on bb« *&me ^«b of ndjarts aial for toxea lovipd for the 



Havfa^ aacertadoied tbe proper propotiioBi, the oommtektiieTa sliall give Bo- 
tioe by ftdvertisemcait At least three weelcB before tbe iay of appeal of the tome 
■nd plaw fixed for appeal. At Bucb appeals the oommJseioiien with the aesM- 
tan BhaU attend and ahall grant snch relief as ihall to them appear juat and 
reaeoiubk. From the deriBian oif Uie oonunissknmt tbe appellantB uair appeal 
to the oouii for reUef. Qaving equaHMd the aH«H«inei[ta, the County CommH- 
■loners forward the duplicates to the persons charged by lav, with their collec- 
tion. With Uie mode of asaessnient and eollectkia of taxes, not much fault cam 
be found. It ia intended that tJbe rigfita ot property owners shall be protected. 
It ii the dnty vt the of&c«B maJcing tbe assesaments and eqnaluing tbe Mme, 
to fix tbe valuation a* nearly equal aa may be reawtnAle and just, and awesa 
the taxea the Mme way througbout the district for whose benefit the taxes 
are levied. 

As to realty, you will remember that the duty of the aweesor ax well as the 
Onunty Comndseioners acting aa the Board of Revision, "is To assess, rate and 
value all «bject« of t*xatio<n, whether for County, Townsh^t or Borough pur- 
poseg aiCconUog to tJn atetual value tbereof, and at su(4i i«t«s And prices for 
which the Bamu will lionafide sell." That Is, after full public notice at Piiblic 
Sate, this is tte Tule laid down by tbe statute, and It eea-ms to he a ju3t and 
reasonable one. 

The faults. If any, of our system lies with the asscABora and the Board of 
Revision. In fulfilling his duties, the assessor we believe, should take into coiL->id- 
eratkm the folkoiring facts relating to the value of a property: 

First: The cost thereof together with improvements. 

Second: Th« appreciation or depreciation above or below its cost. 

Third: Its value to tbe owner. 

Fourth: Its value compared with surrounding proper^. 

Fifth: The price for which U would sell 

It will be notioed that the first ifour criterions of value may be and are 
Included in malting up tbe fifth. As to tbe cost of the property, the cost ai one 
of the elements of value, shows tbe nuHiey spent upon it and actually invested 
theieln. This o4 course can oidy be of service where tbe money ha3 been invest- 
ed at a time near the date of asaeBsmeat or nnder litnilar eonditioas: for ex- 
ample, a lot in the third ward was purdbased tJiirty yeara ago for $800.00, two 
ye>ar« ago tbe adjoining lot was purchased for 96000.00. In tbe latter the cost 
is an element of value, in tbe tonan it is not. It would be absurd to aswee 
the one lot at 1800.00 and the obher k>t at $8000.00, but that seems to be the 
method empbyed Iby some assesaon. 

The appredattm or depneriathm of realty above or below its cost." 

The cost of a property with its improvNnents may at one time have repre- 
sented the value thereof, but tbrou^ neglect changed financial conditions or de- 
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niand for iiudi propertiea tbe value may be deminiihed or incrsawid. For ex- 
ample, B house in Hie fourth ward, with wibii^ we ure all fciniUnr, «o*t with tU 
lot •omert'hifig like $tlOO0.OO, loda; through neglect it would not sell for more 
than flfiOO.OU, yet the old ameMineivt baa been oarried opon tbe rolls from }«ar 
to year without tuiy change. On tbe otheir heod, property whii4 ban largely 
inrreaied in rahie ha>i been CAmed for a ^riod of five and six years at a time 
on the rolls without an increaw in ameennent. 

Oertain profieiiies in tSie fifth and niitli wards have been cirried at Uie 
tame rate Uiey were asseBaed before buildings were erected. It may be here 
■tated, that it hoe been held by our Court that the laying out in to town lots 
of unseated land may be an impro>veiiien.t. 

Tbiidi "lU value to tbe owner." 

Oertain properties are of more Tahie to the owner than to any inteo^ing 
purchawr, either by reason of some sentimental inteireBt or associations. A 
property, in a tcmji tbe site of Warren where wealthy men have built fine 
homes, may be worth more to such an owner than to the generalty of people. 
Purchasers for expe«wire properties may be few, and a house or kit costing 
possibly fl60,000.00, if sold at publir tiale might not bring more than thirty or 
forty thousand dollars, liecauee no person conld be found with suRicient mt>ney 
who at that time would desire to purchase, yet to one desiring a property ot 
that nature, it would be worth all the money spent upon it. There is a prop- 
erty in one of the Wards o* the Borough assessed at about S33.000.00, its vaKie 
tneaiiured by iU coft, by the value which the owner puts upon it and the price 
for which H would kII to someone desiring suoh a property, would be at least 
(130,000.00. It will be noticed that this property is assessed at about one-fourtJi 
of Hi value me«Bure<I by its cost, etc. All otber propery In the same neighbor- 
hood is aueessed froim one'thbd to one-haK its value. 

In tallcing with the s^»easor sibout 'Uiis discrepancy, he gave as a reason 
for this aeaesRment, ibut the property if put upon the market would not sell 
for more than the prioe at wbicih it ts assened, because poB»ibly only one person 
in the town would be uble to purchoee such a property and maintain it, yet the 
value is there to its owner, in its cost, and tbetre has been ao depreciation. 

Fourth: "Its value oompared vrith surrounding property." 

In ocmimenting upon tbe oVber elements oif value, this haa been touched 
upon. In the Fifth Ward Borougih ot Warren there are two lofs, xhe ome with 
an assessment of $40.00 and the othsr adjoitung and In exactly the same situa- 
tion with an assea^ment of C&60.00. This dhicrepanuy has come about chrough 
the fact that Che flrst lot is one of a parcel of lots, carried in the name of a 
lorjije land owner from year to year on the rolls. Its neighlior hajs been trans- 
ferred to a working men who has built a hou.se on another lot adioiub^ and so 
intreased the vaJue of the second lot. It would seem that if the one lot i^ car- 
ried at 92fi0.00, the other lot should be carried at the same price, no matter if 
It is one of tbe plot of lots. 

Fifth: "What the Realty would sell for." 
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ThU b the oriUrion (<rr vahie SjKi by statute, snd of course tncludm «11 
the other elementB of valuo. I't ia upon this point, boweTer, Uist the MtWMori 
wmke tha mMt of< their mistalces, aod excuse their sctions in aneaoing some of 
our fine propertiea m this town at a lower rate praportionallj than they aisess 
other proportiM In yieater demand, lipcauRe of their not raming within the 
menmi of an oi^iinajry purchaser. 

There te a gi«iter demand Iii more reasonahle properties, berause of the 
greater number td purohasere aible to buy, but the mor« expensive property 1^ 
although not tn suoh demand, to the right purchaser having money snd the 
desire, would tiring proportionally the same amount. 
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*' Shall We Buy the Water Works, 
and How?" 



E. H. Beshlin, Esq. 

"A plenteoue supply tH jpuie wWtcr ia one of tiw great«Bt blending tlMbt 
oan be IbeaUvwed upon a ocarnnmutiy. lAe most of itiie other good tliiiiga of 
thiB -world it does not come ifor tbe asMng, dot Cam M (be mBmrtained witbtHzfc. 
an effort." Such k tbe laaiguage used ibjr ^ N. BalkeT, BdiUH' od MJBiw r^l wf 
Anterimn iWater Works io % .p«per on lAvw question. 

In the foreet or -ffoodlojid, out oa the Mil at mountain Nde, or poMib); on 
some for awtij plain, wiajter, ks it gumgilee out of the ground, is free to aU wlra 
ooroe. Here in tbeee plaoes you nut? diiok lUie purest ^nvter without money or 
queadon. In the intiea aod towns of our bod no water is ifree without «oine 
kbor or effort. How to g«t tlbe beet aupply of pure water at the kuwest prke 
Is a quetftion as old as the tomipB and cities are in wbidi it b Aacuseed. SbaH 
warter be supplied bj tJie nmnicipalitT or by a private coipontdont In otber 
wonls, shall Warren own its wnter wmtks ? 

In order to properly conaidier the eubjeot, I have, for tbe saJce of oonneiueiloe, 
divided it into three suhdiriedons: naimelj, (1) ObjeetioDS, (2) Obstacles, (3) 
Advanitfigee. I wall treat these in the <i»-der Bta.ted. 

Those -wiho have studied the questdon olf muin<^[>al ownerel^ oif w&ter -work 
systems ataite tiwo Objeoiiona thereto, (1) — Political rather than businees meth- 
ods maiy doaninaite. (2) — l^e ooeit of ei^)plying water will not be properly divid- 
ed betwe«i puB)lic and private oonaumei^ I shall aUo treat the«e two objections 
in their order. 

John W. Hill, Gbief En^neer of tbe CSiunnnati water works, Bays on this 
question: 'My expedence teajdies me thctt private corporations engaged in build- 
ing and opera*ing water woiics syatema nJimast ijuvariabty secure better results 
in coiuctrulotnon and operation than lure ohtajned by municipal corporatiants sub- 
ject tc rapidly oh&ngiii^ political irafluenoes, and whose pubHc ubiHUee are uwd, 
a« they are bound, to be nsed, as nesting places for active poUtidans, who*« 
chklf dairo ifor favor rests upon poUtksul services rather than upon merit and 
experience In the conduct of any branch of water ai^tpty. 
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Tbat itib«ra aie excepUone to IliiB nile is mt Butpming. There is one ettj 
la the Uintod Startee irMch enjo^ a metropotiUn waAer supply under the eon- 
tfol of tlbe obaite. Tlie govemor appomita the cominiSBioaers, and the commiB- 
rionen and &U tbdr entpkifea lean expect to hold offlee 'to' life, or during good 
behavior. In this -hietance polittoil influence is reonoTed from the design, t%m' 
vtruetion and operalaon of the works of public water supply. Tbe oonuniasionera 
and aU tibeir omptoyes deal with the water worlcs ah s matter of buaineee, and 
I sm iUformeid bbat no poUblcal test is ever applied to an; man appointed to a 
pontion under tJiis ftmard. This is the onty city in this country which I now 
recall where such a ooodttion esiate. 

The relsitlioQS between the ofQcers and icapitalists of a private watM" earn- 
panj are preciaelj the aame oh those between any set of re»poD^le Dien in a 
eonmiercia't or niiaiwriii«rt.uriDg tiuflinesa. Plans are mutually studied to aeeure 
the be»t results ot least aoet. In ioouring bids for work the lonvest prices m*- 
uaualt; Obtained by private pa>rbiea, because none of the usual legal reatrictkius 
and "red tape," whkh pervades all tnuiBactions in municipal goverramente, is 
permitted to ent«r into the opeittibioin oif a privat'e company; and better prices 
and better teims can be made in beViaiU od a responsible private oorporaition than 
ID behalf of a municipal cotponktion. I speak of this matter irom actual ex- 
perience, and halve teui occasion to state to the oflk%rs of municipal oopporatinns 
tiiait if ibe particular woiics under conaidenution could be constructed as a pri- 
vate enterprise, that money and time icould be saved the taxpayers or water 
tators. 

In tbe operation of a mimioipiaJ water works there can be no doubt that a 
oompany eon secure better results than a munioipal corporation, if 1 except the 
single city in this rountry referred to aiboive, A private corporation is bound to 
supply water in quantity and ijuality up to the terms of ite oontiHot, and to 
the satisfaction of ita patrons. In a measure, it is required to do business with 
the citizens very inuoh as ajny local manufacturing or Gommeroial ownpany 
would be required to conduct itg business if it depended entirely upon lotnl pat- 
ronage; it must Batiafy its ouBtomerB. Haw few of the larger cities of the coun- 
try satisfy the requirements of the water consumers, 

A priviaite water company ia oonatantly eeeking businwa. It is bound to 
Oc>nduet its service and adjust its water rates to secure this, and while the 
matter of pnofflt is necessarily alwaiys in Tiew, and properly kept in iview i>y 
the priraite water company, nevertheless no company can be so indifferent to 
its own interests as to refuse to listen to the just demands of the oonnnunrty 
which it 1b serving. 

I believe the trend of sentiment today ia distinctly agadnst munit^paJ own- 
ership of works of public water aupply and of some other pdblic utilitiea, and 
more enqihatically aigainst the operation of such worics by municipal Corpora- 
tiona, Infaet, I believe that the leee a municipal corporation dabbles in lines Of 
busiiK«s, whdch experience has demonatrated private parties are able to condiiut 
(UQceasfuUy, Uie greater will be the advantage to the people. 
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Wbile I bellere UM.t the omenMp, oonitnictioii and operation of works of 
pUblk watar autiply .and other puAilie uUHtles should be in the haJtds of prifa.t« 
eorpontttoM, i do not iiic»ii bj Uhia -that the* should not be aubject 1« proper 
munMpal control. Ererj water oosi^Huijr ahonld be required to wpply n^ter In 
quantHy and qiiaJitjr to meet tite moat eraoting reqiiireiDents of iU pftlrona; 
it ahonld be required to nwJntain iU phymwl wor4u in good condition; it ahould 
bt required to dvretop ita reaouroee, ccDtemporaneouB witJi or in advnnoe of ib« 
raqnirementa oS tiie eommuait7; it adiould be required to eeJl it« product ait a 
rate wliioh — after pacing the operating tind maintenance char^ea, and fixed 
charges on the mveatment for the wuidc, will yield a reasonaJble proflt to the 
boldera of ite atcdt; and it abould be atways willing to meet and remore aay 
reaaonafale dbjeotionB wbwh may be naUed to the nerrice rendered, in ■ ajririt 
of falmeee and justtca to thi oommaindtf upon the necM^itiea and favor of 
wbtch it dependa for ite rerenuea. 

There are vertAin lines of ptd>tic work which probatify cannot very wetl 
be turned ot^ to ^ivate corporartiona — the eooat ruction and nMuntenance of 
atreets and higbwaya, of bridgea and viaduot?, the dtstributioia of publti! Ugbt, 
and the conatruotten and nkaintenanoe of aerwers and drainage, bOoauee bheas 
thinga mndd be very difficult of maoagempnt by a private company hj reaaon 
of certain queations wtiich are bound to ari«e from time to time with referenm 
to e«idh — for wcample, aidjiHtmonti of daraagea, and other question of a legal 
■wture whkdi could not very "weU be aaaigned to private partie!! for disposition. 

No suich queationa, however, can be raaaed «ith referents to worka of pubHi.- 
water aupply, gaa worln, electric ,l^ht worke, street railways, worka for the 
collection and di^Maal of gaibage, and perhaps some other enterpri««e where 
Uie duttee and obUgatbiu of the private oompany can clearly be defined by 
contract. 

Inhere are probably few men wlio would not profer to s#rve a private cor- 
poratiofi at a lower en.tary or -waige, by reason of the advanUgea preiv<ioua(j 
mentioned. It would be almost an unlieBrd of proposition to assume ithat any 
comfnny would choose ite engineer, its euperintt-ndent or manager by reaaon of 
Itis potitioal afUiataona or for any other reason than his pecuHar fitness for t>b« 
work to which be is to be assigned. 

Can it be doid>ted that much of the trouble, liickering and dday which has 
already been eif>erienced in conducting the work of digging the Panama GamU 
can be ascrfeed to anytliing else than t4ie faict that Uie work ia being conducted 
by the federal gDvemmentt Or can it be doobted that, if this enterprise were 
turned orer to a company of experienced bu^ness men, it would be built better, 
and more qukdcly aod economically than by ihe employee of the United Sbatea 
OoventmentT" 

Personalty, I do not believe in a hnvn the size of Warren that the ooundl 
would permit incranpetent men to nm the water worku, if Uie Borough owned 
the plant. Neither do I beUeve tliat tbey would pay to the superintendent and 
other employes exorbitant Hilaries. It b possibly true that new councils mig^t, 
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under present political conditions, diange the superint«ndBnt and other officen 
from time bo time, thereitf, in my opinion, rrippling the tervke And miinAge- 
m«itt of tbe works. Those who object in&»t itn,ngly against munidpaJ owner- 
ship at the aame time say that muniripalibies oannot very w(»1l turn over to 
private corpomtionis the conatmctton ami madntenaiKe ct streeta ^nd higfliways, 
of bridges and TJaducts, for the reoaora bha.t t4iese bbings wouM be very diffl- 
oult of manjagement by ^M'Trate oi>nq>a.itieH. I rtiovM like to have th«m pouvt 
out for me tbe difference between tite coostnictioii of streets, b^^rwayi, etc., and 
their maintenanoe, and bbe oonstrUcbion and maintenance oif water woriu i^s- 
terns, and to Bhow where the opportunity for graft, high salaries, ebc,, is greater 
in the one case than in the other. It ^ possible that a man m:IgM work for a 
prirate coipomtion at a smtijUeT Balary than he would for a munirfpaUty, be- 
cause in the one the question oif polttica would not arise, wihile in the otiier he 
might realize all of a sudden that to the victor belongs Uie spoils. This, honr- 
ever, is not an argument, in my opinion, agalnot Tnunicapail oiwuerfthip, for, in de- 
termining whether we shall have muitioipal owrteriBhiip or not, w« shoutd w«igli 
all objections ajgainst, as w^ell as all of the arguments ffbr the propositaon. As 
1 shall show hereafter, the history of municipal ownenrhip tends to show that H 
is for- the greaitest good to the greatest number; hence the saJaiy of a fsw 
men, and tbe question of their employment ought not to be seriounly consfdersd 
when better sei"vlce at leas ooat can be obtained. 

As bo the seiwnd abjecbion, namely, that the cost of supplying wftter will 
not be properly divided between public and private coneumera, I have only to 
say that it is my opinion that tbe same reasons which 'miuld induce a muni- 
cipality to djscriminfttj in rates would also and much more easily, move « pri- 
vate conporation to do the same thing. The probability, in my opiiuoa, of a 
muninpality discriminating in rates is much less than in bhe case of a private 
oorporatbn, for in the one caw the plant ia gencpally run sim^ for the pur- 
pose of paying expenses of operating, interest on unpaid inddbteduesa, saloriea 
and the cost of additions, while in the case of privately owned water worin, if 
the tmth (be told, all of these expenses must be pnid and the stoddioMen oogbrt 
tO; and doubtless do receive, in the one form or another, dividends on their in- 
vestment from time to time. In these days when tbe conduct of pobKc oflSciala 
is possibly beii^ scrutinized moie carofnlly than in the recent past, we have a 
right to awuroe iita± an inbelligent cibiEenship, such as ours, would not tolerate 
for H very long time at least mi^manaftement or graft in the oonduot of the 
water wortcs, if it owned the plant. At present graft or mismnduot in office 
Is not popular everywhere even K h is in some places. 

We come now t« eonsMer the second division of our subject, namely, ob- 
stacles to munbnpaJ ownership. In Pennsylvania, more particularly than in any 
other atate, these may be etnbraioed under two heads, in faiiit, they are so close- 
ly relarted that they may be considered together. Tbey are kgal and flnanoial, 
or, if you prefer, they may <be connected with a hyphen and written legal-fimtn- 
oial. Water eooufiajiidee derive their power in this state largely nnd«r Clause S 
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of Seotlon H of fbe Aot of A;^ 29, 1874, P. L., 94. Hie l&ngutge of -thk ahnM 

b u foIhlWS: 

GlauH 3. "The right to haTe aod enjoy the franohiiei snd prMlagn ol 
mch coifKintionj within the dicrtriot or locality nurered by its duxt«r ahaiU ba 
an exolualTe one; aiid no ixfaher oomipianf riwll be >nooT^rat«d ifor Unt p u rpowB 
nntil the said corporation rtuiU have from ita esminga realized asd divided 
Among its stockbolden, during Ave years, a dhtlend eqaal to 8 per i BenUim per 
aiHium upon ita oafiital stock: ProTMed, TbaA the aaid oorporaUoaa riuU at mt 
times fumlah pure gtu and irater, and any iciUEen ining ttie same may make 
cconplaiint of impurity or deA<uen«7 in quEuitity, or both, to 'Um Court of Coon- 
man Plese of iVhe proper County, %y biH filed, and after haaring bbe partiea 
touching the wane, the said Oourt shaj)! have power to make rodh ordv In the 
premiaee as may aeem juat and equitHble, and may dkanba Uie comf^int or oom- 
pel the oorporation to Dorrect the evil icompiained of." 

During the past lifl«<tn yean, toiwvB and cities of the size of Wlanan, or* 
larger or smaller, in the 6t«te of 'FennsiylTania, baive attempted to eteet water 
worics o( their own, but in each case wtwe the munidpatity had theretofore 
entered Into a contract with the prirately cwned water coimpany to »ippij H 
with water, it was restrained from bualding or erecting a water worhs of fta 
, «wn. In support of this statement, I need only dte the c&se of Whhe vs. tlie 
City of Meadville, 177, P. S., (M3; Metigar va. Bnarver Falls Borough, 178 P. 6., 
1,; Wihon -vs. Bnrmigu of Rochester, 180 P. 8., fi09. In the latter case, the 
Su}M«nie Court usee this lang^uige; 

"Whers a water coonpany lias been organized under ihe Art of April 20, 
1974, P. L., 73, to supply a Borough with water and tibe Borouf^ faaa entered 
Into a contrB£t with the company and permitted it to lay ita pipes in H» streets, 
a Borough cannot subaequently erect and maintain iwa,ter woilcs to si^pfy Hi 
citizens with water, as provided by the Act of May 23, 1874, P. L., 261. Tbt. 
Borongh of Warren entered into a contract with the Warren Water Company 
shortly after the incorporation of the com|>any and penmitted H to lay its pq>es 
in the etreetH and to supply its citizens with water, and. havdng done tkis, it 
cannot now under the deciaons of the Supreme Court, erect a water works o{ iti 
own. Aifter the expiration of the flrst contract, another conla««t was ezeontad 
about the first of the year 1903. which contains a seliedule of rates to W chargeJ. 
and providee for the purahase, 'tiy the Borough of Warren, of tbe plant oif tiie 
Warren Water Company, alt tte end of any period of five years duiiing t^ tenn 
of the contract, wthich term runs for the period of twenty years. This oontiact 
defines the rights of the parties, and if tlie Borcugh of Warren is to acquire the 
wiater woi4cs during tiie next fifteen years, it must proeeed in aooordanoe -with 
the conditions contained therein. In order that you may know just what is re- 
quired to be done by tiie Borough in purcbavtng, I quote from tbe cimtraot in 

"It is further eovenanted, granted and agreed by and between said water 
company and aaid Borough of Warren, iimt within rixty days from the paaiigs 
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of tlifl ordinance, the WsTTen Water OnnpAii; sliall name to -the committee of 
the Council of Wurren a fl&t price upon all propertisB, rights and pririlegea cS 
the Warren Water Woika Company, of ffvery deMTiption, and shall show to tie 
Camnnttee of Cbuncil having the matter in cJbarge, liat« orf tihe phvsioaJ proper- 
ties cif tbe oompanj and sbatetnentB ahoiwing the earnings of the company, it 
bHqg understood that said ^t price ehnJl not be a continued option tout shall 
be accepted or refused by tte Borough Council witJiin fcur months of the d«.t« 
the price is named to Uie committee. 

If the Borough <rf Warren does not decide to purchase tflie plant at the flat 
price named within iour months, it shall, at any time within three months fiom 
the date of reffuaaJ to purchase at said flat price, have the rijjht and option to 
call upon saU Wairen Water Works Company to join vrith said [Borough in 
having an appraisement imade of the <vslae of the plant and worics and fran- 
chises of flaM Warren Water Works, free and clear of all incumfcTamees, in wilx^ 
event the Borougli ehall name one appraiser, and the Warren Water Waika name 
one appraiser, and the two so named shaJl name a tMrd appraiser, who shall 
he disinterested experts, and tbe award of siub appraisera, or tbe majority of 
them, ^all ibe regaided as the value of the property. 

Upon Buoh award tbeing made, the Borough of Warren, at its option, shall 
hare the right at any time within four montha thereafter lo elect whether er 
not it shall purchaec sii^h property, clear of all inoumbrances, at the price named 
in tbe award, and in the event of the Borou^ electing to purchase, the property 
shall be transferred unto It at the next qaurterly period thereatter, clear of all 
incumlimncee, upon the payment of the purchase price, with the underatanding 
that the Warren Water Gompany will discharge all debts and lia.bilitie8, and will 
' reserve and keep as it» own all ca«h on hand and have the right to collect and 
keep all eamings and accounts accruing prior to the time o^ transfer until suofc 
purchase shall harve been mode by said Borough. 

The said Borough diall have the right at <Jic end of «vei7 period of five 
years from the date of this contract to punihaae tflie plant, worics and franchises 
of the Wanen Water Oampany, tbe value to be fixed by apprais«meDt8 in tihe 
manner hereinbefore iprorided and it shall have Hie right within four months 
of such appraisement to elect whether or not it niU acquire such property upon 
the terms and in the utaaner bH^inbefore provided. 

In case of any such appraisement, howi^ver, bping made at the instance 
of the Borough, the expenses thereof shall be borne tointly by the Borough of 
Warren and the said Warfen Water Company, prorided however that if the 
Slid Borough shall wrthjn four months thereafter elect not to purchase said 
property, it ahatl pay lAe entire cost of such appraisement. 

In case the said Warren Water Company ahall fail Rafter notice frrmi the 
BoroQftfi uforesoM to purchase said property at the -ralue so fitted by appraise- 
ment and tender of amount of appraisement) to turn the same over to said 
Borough free of incambraitcea withlin four months after receipt oif notke from 
said Borcugh of ite election to purchase tbe same tben thJa aontra«rt ebaXl tot 
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void, except ai to the li^t of said BoTough io {mucImm uid pn)pert7 under 

■ucb last a|iipraisein«nt free of all inounvbrance^. In cute of lodi failure 17 

enM Water Company then the said Water Gonqtany shaU pay the cotts of tlie 

said lait appraisement and th« water rents from all oonanniers an^uing after 

the expiration of the said Iset mentioned four months ahaU belonig to the MJd 

Borougfli." 

Assuming that tie Borough of Warren should iririi tt» ezercjse its option 
at the »ad oi any Ave year period to purdhnBe the crater works, bbe qneition 
naturally ariBes, how shall it proceed! The only obston-le in the way ia tkt ooe 
I have suggest«d. It is hnposeible under section 1 of Act of April ST, 1874, P. L., 
65, to incroaae the indebtedness of a municipality abore seven per centum of the 
assessed Talue of tb« taxable property as flsed by the last preceading asaeaaed 
raluation tlherein. The present assessed value of t&xaUe property in the Bor- 
01^ of Warren is aJtout $4,(K)0,000.(W and seven per centum of this amount 
equals ^80,000.00. The present bonded indebtedness is 1155,000.00 ksa about 
|eo,000,00. The amount in the sinking fund is about e25,000.00. Deducting the 
amount in the sinking fund from the bonded indebtedness and we have a present 
out^landing indebtednese of «13e,000.00, which deducted from 9SSQ,000.D0, tOw 
maiimum amount to which the bonded ind«t>t«dnesa couM now be increased, 
would leave aivailable the sum of $15C,000.00 with which to purctiase tie plant. 
It ij to be assumed that the Warren Wafer Works, or He Company now own- 
ing its pknt, wnuld not sell it for 1150,000.00. It is true tliat the plant in- 
creases in value more eaioh year, in fact, its ratio oi increase, in my opinion, 
might be greater than the ratio of increaae of the taxable property within the 
Borough. How riutll the Borough ram the difference between the amount It is 
\authorifed to bond itself for, less existing indebtedneas, ,ind the purcliaae price 
of the Water Worke! This bringa me to the "how" orf tlie si*]'ert, and its dia- 
cussion oi^bt to thow to any thinking man that the law in )ta present shape, 
as interpreted by Ihe Courts, i^ unjust, for a munieipaMty in tJie puicluwe <rf a 
Water Worics is not permitted when issuing bonds therefore to put in the vatne 
of the Water Works aa an assist. In other words, it acquires title to propeirby 
iKH'th the a>mounc agreed upon, either nmicUily or as Axed by mndvmnation 
proceedings, pays the price therefor and is poorer to ttie eiteitt of the ■ptvx paid 
after it ts supposed to get ralue received for its money. In the poasesaion of a 
prrvnte corporation, the plant may be worth ^Ou.OOO.OO, in the possesHon of a 
municipality, the same plant is not an asset, but the price paid therafor is a 
debt and is so considered when an attempt is ntade later to increase the bonded 
indabt«dness for this or other purposes. In this paper, I ani not at liberty to 
discuss how we may overcome this position. Other municipaUties, in the pur- 
cjiose of water plants, have issued bonds to the fuU extent allowed by taw, and 
ba.ye paid the balance of the purchase price in ca»h. This may afford a way 01 
eBoape, Another way by whi<A a auflicient amount may be raised is to increau 
the assessed value of the taxable property withm the Borough. An inspection 
of the present assessment liste will convince one that many owneta are not 
paying their just or proportionaite share of taxes, the reason being that tlieiT 
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pm^rties are aBsessed out of aQ proportion to otber properties of apipoxim&Uly 
the same Ta.tue, hi the aaime locality. If the [absent anaessed vahubtion Ol the 
Boroui'h (kF W&rren could be increased one-half, it n quit« poanble that tlM 
Borough nigbt be bonded for an annount eufflcient to pnirchase the prewewt Water 
Works. I now coine to the last oubdiviaion of my topic, namely, 'Hie advant- 
ages of muukipal ownership; 

T again quote from Mr. Baik«r as follows: "There Memfl to be no reaMn 
viiy BD honest and campeteDt Mty government cannot build -and c^wrate tta 
works as cheaply as a (ompany. If it can, then the prodt all tihe ctHnpanJea 
expect to make sbouhl go to the oonaumcrs, besides which the other «diTaiitaig«s 
oif munic^)BJ ownership remain in its fa-vor. If it is urped t^t dty govern- 
ments are dishonest and incomipeten't, then I reply that people inn9t pay tlie 
penalty under piivate owuer^ip as well as public. What beneftt is it to the 
water consumers if a company can operate worics at less expense than the city, 
so long as tIhe difference goes into the treasury of tiie com^iany instead of ra- 
suiting in lower ratesT Dishonest city ^vernmcnts are not going to force a 
reduction of tiie rates of private companies, if indeed the^ could; instead, th«y 
wilt take a part of the profits in return for allowing the rates to remain at 
the topmost nobiA." 

If the Borougb of Warren should pui-chaee the water works, it might be a 
good business praetioe to keep &ie rates at about the same level as now obarged 
by the private coiponttion until such time as the debt incurred in ite pnrohaM 
is liquidated, then the rates should be lowered to such a basis as to raise only 
snflicient funds for maintenance, extensiona and repairs. Our course ought to 
be baeed lai^)y upon the experience of surrounding towns and cities of abmit 
the same size ae Warren. The 'iSasfor of Meadville advises me as follows on the 
question of the management of their water works. He says, "Approiinwtely, 
our gross receipts are $34,000.00, $10,000,00 for expenses and $14,000.00 net 
revenue, frcan w4tieh amount we tadce $7,000.00 annually and ^tlam in the sink- 
ii^ fund. The rates ehaiffed consumers are the same now as under priv&tely 
owned water works." l%Tee years a|go Jamestown, N. Y., purdiased it« water 
woitks for $800,000.00. Tley haive reduced Uielr water rates to eon«imer« to 
the extent of about 25 per cent, below the rate idiarged by the private company. 
The following, I an advised, is a showing ior the year 11K)6. 

Gross rOo^ta ,. $SO)000/)0 

(grating expenses $21,000.00 

Dxtensions 15.000.00 

Siiricing fund for psdenqition of bonds 16,000.00 

Interest on bonds 23,000.00 

Tot»l $74,000.00 

Baknoe on hand 6,000.00 

$8(VM0J>0 



Dg,tzedb,C0(wlc 



"Regulation of Railroad Rate—Is It Pos- 
sible, or Government Ownership?" 

E. W. KreibU, Esq. 

Tint RAMtos, graarted to the Stojidard. Oil Omiipaii7, wer« 4nie of the gTMit«ftt 
oauiea of the preeeilt raitroad n>.t« bin. TodSif, tbe graDting of a rclbate is 
pmuabeJble witli dne and impiJeoniDsiit (Act <A June 29, 1906). 'Hiera U no qu«e- 
tloD ettber of the powar oif tbe gOTenunerat to 'forbid rebates or of the wisdom 
of vafja ijiAkm. The great danger in the future m not a dirert rebe^te but lin- 
pitoper blaeBttca&m, wtofdng Uie same neuliti. 

The other principal objeotjon to tie railroad rates were, flr»t, that they 
neitted ithe milniads too large a return, and, second, that they were unjuet lo 
certain localitieB. For these itla, a variety ocf cures have been advocated. The 
govennnent ownemh^ and the Kate regulaitlon are tiie t>n<o heads under which 
these ideas group themselves. 

l^e government ownership advocate has two very s>trong argumente. Flr«t, 
it is a fact tliat many railroads buitt at an outbi; of 92S0,OO0 are worth double 
that amouirt beoause oif the iDCPeoae of population and ino^Bsed traffic. There 
ha« not lbe«n any attemqd to reduce the rates «8 the bunueas increased, witli 
the idea of reaping only a fair return. His tnoreased v«lue is not the result 
of the railroad owner's industry — it is tbe result of oither pec^le coining to chat 
aection; it is an unearned increment. If the government had owned tJiis prop- 
erty the raite would have been reduced after tbe cost of operation and the pay- 
menc of fised ohai^gcB hod been met. In the seoond place, he points to the useless 
waste tA capi»tol in nuuung parallel lines where tbere is an existing road. Today, 
the ezouM is that oomped^itkm is the only mettiod of rediiciti!g rates. But the 
section nmat now pay <the cost of running two roads, while it would have been 
very muob cheaper to erect a ferw more trades than to construct an enrtire new 
ntad. WttJi Hat govemaneatt as owna:, the rates would always be as low as 
oonditions permitted and there would. he no use of a competing road. The advo- 
cate of rate regulation contends that the saime ends can be acoompliBhed by rate 
regulaition — a coauoieeoon tsui limit the amount to be clubi^ged — the rates will 
then always be reasonable. 
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Let m look at Use raitmd eumi^ in the ViAbei 6t«t«a for tha jtmr IMS. 
Thty mn briefly h folkrwa: 

Net EknnngB from TnnsportBtion in Round NunAen (787,500,000 

Idomne fiom OUmt Soutom 132,000/MO 

T(rt*l Net Eamii^ ttM.lOOflOO 

Intcnwt, Rente, B«ttermeirt8, Taxes, MiaoellaneoaB 5«0,300/>00 



. .t!00,400,000 

If 'w<e molce the c<mBervn.tiT« eatinwte of (200,000,000 as the amount apent 
for pemnnent ini|)n>Temeiit«, we luve the Mm of $529,835,306 ■« the dear pn^ts 
for tbe jetx. TtM capilalized on a 6 per cent baaia representa a priniup*! of 
tlO,fiM,T08,100 <K a capitAliatnu of 9M,100 per mite. The aotual cafiitaJuattoii 
at onr mBroaidi h 914,000,000,000 <h- 943^600 per mile. The milenge of tlie roada 
in America ie 220,0^ mileB. It b therefore evident that the lailicadB are reap- 
ing yery large letume. On tim queataon wliethM the milroads >re not entiled 
to Auj ftrMt tbtj m».y fajr^ make, I would quote bbe United States Sopreme 
Court in tlie case of emjUh vs. Amee, 180 U. 8. 460. The; eaid 'Vhait the tmm- 
pa^j is entitled to »A is a Jair return upim ittie value of that wliich it emqtloya 
for the piAtic convenieDoe." 

The Aot of June 29, 1006 makes it dear that the Interstate OomnneMe Com- 
mission shall iHwe ptnrer not only to deolars a rate too high, but to fix a maxi- 
nMim rate (4). Hk; t)heref<a:e liaive the power to make .proTision against too 
great returns bo bhe ctanpanieB. Of murae, the rates prescribed hj Uie commis- 
aion are ntbject to review bf the federal loourts. On this point OongresB bad to 
decide wbetlier tbe rate fixed by tftie Oonnntssion (diould be binUng at once opon 
the carrier or wlMAber he oould have it etajed, pending an appeal. Tliis reaHj 
was one of the great objeotknifl to tbe Act of 19S7. Here wan ao many delays 
in a oliange of rate on aeeouDt of appeals to the court. On the other hand, to 
Bofcjeot tbe csrriM- to bhe danger of Ices if a rate prescribed by tJie Oonmrissioii 
W«TC too low, was also nnjnot. Hie iaiw was flnallv niade to read: "All orders 
of tbc CoQuniasion, encept orders for the pavment of mone^. shall tsike effect 
witMn such rcatMnable time, not lees thMi bhirby days, and shall continue in 
force for Mioh period of time, not exceeding two yeaie, as e^ll be presn-ibed in 
bhe order of the Oonunknon, nniess tlte satne shall be subtended or modified or 
set aside by the Oommiraion or be suspended or set aside by a court of n>m(>ei«nt 
jurisdiction" (4) Act of June 29, 1906. This was a victory for bhe raikoads. 
HoiraTer, the Cimmiseion appesrs to hajve all the powers necessary for the 
proper redaction of unjnatlfiatily higb late. 

Hie itew OomnuBsion wiH find very Ubble woric to do at tbe so-called great 
oon^ietibm points. The rstes at these places are not fixed by the aibitcary 
will of tbe carrier, but by bhe ra<« made by bis competitor, whether another 
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railwaj' or a wftter Kne. There h»s never been any oompUmt th«ft tho r»te8 to 
the great oentrea IHce Ohtn^, Sew Yoit iikI San Frairisco were no high thoit 
tfcey were iiMlring too amett proflit for the company — the complfunt has been 
made Iby Ute neait)}' pointe that their rBit«s ehnuld he mnde ocnreepondinigl}' 
kiw. "Diere ii notMng in the Aot of 1906 that preTents a railway from malnne 
a nt« ns Inw at it pleaaes; tlie Conunis«loii ran only prevent a rftte from being 
too high. Ab an illuatratkin of the factor that Axes the rates at mirh pointe, 
conitkler the rate on whe«t over Um IUhiom Central from Illinois to the Gulf. 
There ere two factors, the steamboa'tB on the Mississippi and the rai'iwa.y lineq 
Funninf; to the Atlantic seaboard. The Illinois Central imist either meet their 
rates or quit and Iiaul a lot of empty can in one direetwn. 

This eompetition at points like Hvw Orleans, Chicago, New York and San 
FranoiBoo has resulted in the grtait fredgfat re,te wars. These haive ended in the 
Joiirt Traffic Aaeomations. Pnof. Meyer eays; "for the pmpoee of regulating 
the east-bound traffic in agiicuMural pioducte and the west-ibound traflic is 
merchatidiee and manufaotairea, the territory aS the United States has been 
divided inito four parts, and the raitwaje of eaicti of these parts Iwve - been 
brought together in traffic «iioocia*iona. The latter apportion the ocm^titive 
traffic among the several competing raihrayi and trading centres." When a new 
railroad is tuilt and stands reaify to compete, it is assigned « certain propor- 
tion of the traffic. While these TmfliB AMOciations are oontnTy to our ideai 
of free competition, they are considered a neoeHsity and are l«rft unmoloated. 

These methods apply in the matter of carrying the wheat. The Great Lake 
•teamera compel fie railroads to ^vt a certain rate or do no bu^ineas, Tha-t 
the railroads Inwe the rij^t to meet this ctmipeitjtion, whether of a competing 
railway or a aiteamboat line, has ibeen dedded by the LInit«d States Supreme 
Coiurt in Interstate Commerce Oontnusrioa vs. Alabama Midland Railway ISS I'. 
S. in whwh the? »aid: "We do mat discuss the third and fourth cont«nitiDDe dI 
Uie counsel for the appellant further than to Bay that within the limits of the 
exercise of intelligent good faith in the conduct of their business, and subject 
to the two leading prohibitioDS rthat ttieir charge abaiU not 'be unjust or unrea- 
sonable, and that they shall not unjnstily diBcri<mjnate so as to give undue pre- 
ference or disadvantage to tvafflc or persons similarly ciiynimstanoed, the Act 
to Regulate Commerce (1887) leavee Commcm carriers, as they were at common 
law, free to make epeoial raites looldi^ to the increase oif their IbuMoeH, to 
classify their traffic, to adjuat and s^iporyon their rates, so as to meert (Jie 
neceeaitiefl of commerce and of their own situation and relation to It, and gen- 
erally to manage their important mtereeri^s upon the same principles whit^ are 
regarded as sound, and adopted in otber tmdes and pursuita. The carriers are 
berbtor quaHfled to adjust auoh matters than any court or board of public odmiii' 
istration, and, within the limits suggested, it is safe and wise to leave to th«ir 
managers the adjusting of disoimnJar (nnnunatances and conditions to Vbtit 
bmineBS." — 

A government canimt make ratss upon th* baits of sooh oonsideratwDa. 
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ib, von SGquel, the Pmasian 'Hinjater of Piiw,iice in 1894 said thftt M.tM made 
in th«t (manner were ai4>)trary and. esposed th<i Ci(>vern.meiit U> iihe auBpkdoii 
and to Vhe open chsJ^ of favoring one dtattrist or trade and luiadMapping an- 
other. It IB clear that OcniKgreea did not intend to interfere with tha railroads in 
the -matter of meeting oompetitkm. In the flrat plauc:, the ^prenie Oourt de- 
cisions were be<fore them. Even that mo&t ardent advocate of the r&te bill, 
^Senator Nelaon of Mtnnetota, admitted to Senator l»dge that there was noth- 
ing in bhe lidll that provided for a mileage rate. 

'Fhb brimgH ua to uhe fi^d where the oominisskin will Hnd acope for ita 
powers— the rates to aon-coimpetitive poisita. The great competitdTe points lidce 
New Yoric and Chiua^ need no freight regulation; but the small town with Init 
one Foad is verj often charged the higbest rate that the shippers wiH bear with- 
out leaving tliat locality and operatdng elBewhere. Here is where the dividends 
upon watered stock are earned. To oneet these unjuat charges will be the proper 
work of the commission. The tiuth however remains that thej cannot get 
equally favorable rates aa the shipper at Ohienfyi at New Orleans and from this 
fact arises their obief source of oomfilaiivt. l%ej are not worrying so much 
alboul the proiftta of the lailroadB; they are dissatiaiied tiec^use their iie>ighbo<r 
gets a better freight rate. Their greet grievianc-e is local discrimination. Many 
of them demand a rate based purely \xfffa the cost of OiinTiiiig the apeoiflc 
articles of freight. In the apeedhes of Senator Overman and Senator Heyward, 
you ca.tch tlus idea. The h>gical oultoome of this idee is the mileage rate. 
Charge of so much per t«n for each mile the article is carried. At first blush, 
this seems a perfectly equitable and proper method. Is it, however, a wise 
polkyt We think not. 

In illuatraition, let us cite the case of the wheat industry in the United 
States. We all know the leiry low rate prevailing on the wheat from Daikota. 
We also know that this low rate mu«t be given or the Dakota farmer cannot 
oainpet« in the Liverpool market. The moment the rate is so hi^ that the far- 
mer cannot profitably raise w4ieat and sell it in the world's markets, he tunn 
his ferm to coin or some other product. On the contrary, under the stimulus ol 
low rates, he puts more acres in wheat. In the years IHBS-SC, the average an- 
nual export of wheat was 146,000,000 buahela, froro 'll7-iynO. it was 210,000,000. 
Durin;; the latter period the rate upon wlieet was exceptionally low. Suppose 
a Pennsylvaiwa farmw, 100 miles from Her* York demands a rate 1-lC thet of 
the rOite froon Dakota. Of course there is no profii po9Stblc in such a rate. If 
they were oompelled to adopt the mileage rate, they must raisp the Ta.te on tbe 
western grain. Would this beneAt the EaAtem farmer! No. The slight in- 
crease in the western rate would io^e the entire through business to that Une. 
The wheat would ti&vel down the Misslssi;^, across the lireat I..akes, down the 
St. Lawrence and the Erie OanaL Large areas would be withdrawn altogether 
from oultivation. This trade ait present brings a <«n9iderable profit to the rail- 
roads because, deq>ite the narrow margin of profit, there are tremendous ship- 
ments. Witlh this source of profit lost, the tendency would be to raise the rate 
to the eaatem farmer to pay interest iq>on tJie invested capital. 
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Let ns eompare t1i« mind opening of tin ire«t«m wbeat landi wUli Bib«rf», 
HkswiM ui ideal spot (or fcluB crop. In Blieria the HFrra^ of a larra arTeroged 
in 1S9I (fpom 13 to 22 aoreB; in the United Stat« it whs over 100. But tii« 
Siberian w4iea.t is shut out erf the port where Kuuiaa wheat is exported. It 
costs 12.00 more per ton to exprnt to LcNulon from th« ke-bound por: froim 
which they ship. TMe is eiuutly what w«ild have ha^ppened in this oountr? 
if tin Eastern farmer could Ivuve hod his way. 'rbe western wheat would hav; 
been riiut out of the Eastern maj^cets, except such as oould have been iwaed 
along the rivers, and the ooat of living to One Eartem l^xirinp man would have 
bevn increased. 

This rapid derelopmort of tine west would never hane taken place under 
goremment owiterahqi. The terrible shrinkage in tlie vahiei of Eastern famiii 
would h«ve been uaob a problem thait there could have l>eeD no favored rates to 
western grain. Prof. Heyer eaya the total value ol the faim lands, wiHi build- 
ings and improrvementA in the ststea of Now York, Pennaylv^iaia and Ohio, feJl 
from »3,1S9,DOO/K)0 in 1880 to 1^,823,000,000 in 1000. a lods oif $330,000,000. In 
Germany, tiie GovemDnent has had the aame trouble to meet. Hiey tried tic 
pve fanmlde rate^ on whest raiaed ai a distance, but were fnrced to d»<<oii- 
tinue the piaotioe. They haive solved it by the mileage ral« on domestic w<hea-t, 
an import duty on foreign wheat and a bounty on wheat exported — ^the laboriag 
man footing the bill. "Fhe aa^me thing would exist in America today, with a 
government ownership. The Eiaston farmers would defeat any admhditratiDii 
that dared to let the Western fa.rmer comps^te in the eastern field. 

On the other hand, see Ikkw the preomt system in America has woriced out 
Grain and Dour are trenqiorted so reneouaibfy to the East that food is as dieap 
in Boston as in MinneapoUs — the maJUifaotured products are carried out in the 
ears that cume East loaded with grain, at a oorrespondingly low rato. The East 
is the great niannfai?turing aei^ion, the West ia the agrieultunl Motion. The • 
volume of trade is so laige and the rates are bo low that the waterway ia ni 
longer the great A'venue of oommeave. The railroad is cheaper as well as quicker. 
But rf there w«re n«it this balancing of monUfaclureB and graiu, we ooiM not 
(dk^ these loiig di^taDce* at these low ratea. 

You may say, what is the henefit of hOrving the manufactures in the Rwit 
and the gretut forms in the West I Hie great factories should be near the great 
food supply. There i^ one great fact that bbte argument overlooks — it le the 
concrete example of New England. A section thoit is poor agricultiirall}', ii 
ridi because of its great factories. It has water power hut very lirlie raw ma 
terialB. Its coibton ooniee from Ahhama, its wool from Montana. This can only 
be done profltaUy with a spoHal milroad rate. The rate on cotton frmn Hero- 
phis to Boedon ia 55'^ cents per cwt., from Memphis to New York it is blVt 
cents and from Memphis to towns in the Carolinaa, it is BS'A cents. This 55^ 
oent Boston rate applies to any poiirt east of N. Adams, Mass. Put the mileaige 
rate into effect and New England cannot complete with the Sjuth and tiie mil- 
lions of doUan invested in mills will be thrown awny. It would bf a diffaient 
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quMtion were tbe money not alreed; invented, but it is and it would be aa 
eooDomii: waate t<i let tb«iin ata:id idle. 

But there is another point. Let the mUeags rate apply and the ootton 
growers sunwindiDg an inland mill can oombine and set a figure on their ootbtm 
exactl; equal to tlhe market price ai .the nearest market plus the freight rate. 
Today, the manufajciturer is not dependent upon a. few producers, he has tiie 
irtwle South to choo«e from. Turn to Germany for a eoiKtate example. Vha 
great iron manufaeturere along the Rhine, at Dulsburg, Eesen and tlie other 
towne in what ii known as hhe Ruhr diBrtrid; are at the mepcy <rt the ore pro- 
dnceire in that section. There are rich beds of ore along itlie Saar HiT«r in Al- 
■aoe, Lorraine, bat the railnoade cannot offer any specnal rates. Aa a consequence, 
the price to the iron worker is just kvw enough to keep the Hoar ircn out of 
the maricet; yet the railroads could afford to carry at a lower rate and the Saar 
miners vwild be glad to ee41 for lees. With railroads oompetii^ for bu»inew tbe 
price of ore WouU be less and they oould sell more in the markets of the world. 

We hare another iUustiration ol the effects of a mileage rate, right in our 
oountry. Iowa has adopted it. We a3l know tiiat Towa is a state rich in ookI, 
y«t the Dosl OBtrying roads ^re a tiett^ rate from Illinois pointii to Iowa points 
than tbey dare give under the Iowa ctileage rate to two points within the sil«te. 
The distance from A^eiy, la., to ^rlii^on, la., is !)3 mi1e!> and the rate ia 97 
cents per ton and the djsbance ftxau Feoria, 111., to Burlin^on is 96 miles and 
the rate is 86 cents per ton. So the Iowa faptoriee buy from Illtnoja and the , 
Iowa mines are undevekiped. LiJcewisc, vf Uie whole country adopted the mileage 
rate, the water carrier Could cut away under the railroad and coat landR Ijing 
100 mile« away inknd wtwld lie undeYeh>p<!d while the boatii brongbt ntal from 
mines a tJKiueand miles a^ay. The oonLpetilion ibetween the railroad and tlie 
»teamship grv'>s the intorior an equal chance whh the point on the water. 

Some friends orf the mileage syateim Doneede that reduction in rates should 
be allowed to mecft wat«r cmmpeAjition but rnknd, where this does not exist, tha 
roads should he compelled to base raites upon distance. That is, a tianflccnti- 
□ental rate from New York to Seattle may be made &i low as the rate around 
Cape Hoim by waiter, but the ra.te from N«w Y<n-k to Atlanta should not bs 
less than to a point 100 miles north oif Attenta. The railroads have pioked out 
certain faivored places amd given them a raite better than points at a shorter 
distance. Take the oa^e of the Atlanta ra^te; if a dealer 100 miles north of 
Atlanta deem:«s to buy goods direct from New YmIc, he must pay the rate from 
New York to Atlanta plus the )ogb1 raite from Atlanta to Ins lumie town. Tiiere 
is a rea«m for bbis. The railroadB ha,ve found it to their advantage to hawe 
what are called 'Ibasing points." At certain seasons oif the year bh« gKait job- 
bers eome to New York, Philadelphia and Boston and buy carloads of goods. 
A trainloBd goes to one podnt. It fa eicoaoimical. The cars thai take down the 
m^vhandiae bring back the ootton. 'ftJte the system where no point is iavoreid 
with a special rate. The merchaDts in a antell town north of Atlanta can get 
a better i«te on a carload lot than the jobber in Atlanta, Tbey will not buy 
from the jobber at Atlanta beoause Lt is cheaper to buy direct from New York. 
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After iiast, the ndlroad cairtc* one carload to 8«nd Greek, one to Poduidc Centn 
at all times oS the ytax. After the can are od the siding for a haK a week 
they are tarried empty to Atbitta to raoeiiTc ithe oattnn. 

But it ia Dot ^one the railroade thait gniu by the tuaing p^iitt iiystcm. 
Withdraw it and the iateriof manufaicturing and mercantile ueittrei ISce Atlanta, 
Naahville and Montgomery will dwindle. The people will buy direct from the 
great wa.terport centres. They have the mileagB systrm in AiisliuHa and the 
bminese is done in three greitt eitie« — 'Me<ibaiUTnc. iSidney and Adelaide; tiaek of 
them vou And one vast extent of stnail t«iwna and rani^heii. As to the effect on 
the size of a trainload, it ia shown that the average truLnload In Auvtralk i* 
from dO to TO tons; on our railroad«, one coal car carries 50 tone. A Penn. R. R. 
frejght engine weighs 120 tons amd Imu a hauling uipaeity of Iroaa 2,450 to 2,800 
tons. As to its effect on a country, one oS Auvtntlia'd ieodlDg state&men said 
that the constant tendenoy toward ceittraUza'tkin of poputation wan t^e cune 
of the ooumtry. With the basing point Byat«n you have centres iioatt.et«d wrer 
the interiw and along the rivers — eftch tMSing point a nietropolix. 

There is one efteot that always follows upon the introduction of the mileage 
rale — the sprinjg^ng up oif the canal into renewed life. But i^n't water traffic 
loOTe ecoDomicat! Very tittle, oa long distance hauls. A noted Gorman expert, 
Mr. VOQ Bo4^iee, oonchuied that the aotuol cash outlay, including maintenance 
and renewal of rolling stook, involved in luandUrg long distance traffic in 400 
ton train loads was 0.119 cent per ton mile. An expert on the ina.tt«r of wat«r 
traffic has estimated that tibe coat of moving freight by 60G ton canal boata for 
a long di&tance was 0.104 cent per ton mile. Both these estimates apply to Ger- 
many. The mileege rate will tojke a>wiay from the railroads .;he chance t^ com- 
peite on the long distance freight — they will have the nhort and expenatve haula 
for which they must charge a higher rajte than they ever did before. 

Geiunany has seen the growth oS Uhe canal and the decay of the railroAd. 
The cities on the rivera such as Hamburg and Mannheim are grcwing like weeds, 
while the cities dependent ou the railroad are dying. I'he aystom of gweni- 
ment ownerrfiip and the jmleage rate was intpodiKed to prevent centralization — 
it has helped it. Today, everyibody wants a canal and canals are Ibeing built 
wbile railroads are standing idle. This has resulted in the faittereet of political 
fights — the toiwn on a river flghis the enitranoe of any new rival. This would 
be the f^te of the interior towns in the United States^-all the trading would 
be done with the water points suidi as New Orleans, Si. Louis, Oleveland, New 
York and Boston. The neigljbor of Atlanta that envies her greaf-new, would be 
worse oil aifter the milcflge rate weut into effect, thai ever sfce was before. 

It is true, the Interstate Oommsnse Aat foilMdes undue preference to an/ 
locality, [but the decision as to w4iat is an undue preference has remained with 
the nmrts. . I.ikewise, the Act foifliids the clMM^ng of mc>re for a nbort haul than 
for a long haul over the same road under eutotantially similar circumstances ; 
but the court must decide what ere "Buib^tantdally similar ciromnstaoceB." The 
t OUT Supreme Oourt, as tJtey stated in the caao of Juterscats 



ovGoogIc 



Oammeree CoimnisMon vs. Alabama Midland R. R. (aJjore quoted!, h-w decided to 
l(«ve these maibUrs pre-tt; lately to the railroads. 

But what will be the result if the mikosde all paw into oik ftraod oom- 
bineT How wiH oomitetirtiTe points then gat good rates! Fim wnter rompeti- 
tk>n. Seomul, the knovlei^ of the r«'ilroad that a high rate prpvente tihe in- 
crease of dipping in that Hunmodlty. The railways got a big profit in th« aig- 
gregarte, from the export of wheat. Thia would cetwe entirely, rf their rates 
kept the producer from meeting the prke of Argentine. India and GgT^t in the 
Livetpool tnai4cet. The railmnd nuig:an'te ie noit a dliHator — he has Ui !et t4ie 
grower mee<t foredgD competition or there are no traJnkmda of wheat. Here, an 
everyvbeire else, Vbere is a power beyond him. 

finally bo sum up, personal rebates are wronf;; they are -foitidden under 
penalty o>f flue and invpriaomment. The railroads are ptdillc aetvants and aic 
entitled to no niore than a fair return upon the capital inTeeted. Today they 
are getting more. G«venimeivt ownerabip prevents bhia, but audi stiff and rigid 
ratea restdt — in faH the mileage rBt« ia the only pnurticaible method — ^that It 
means death Mi the railways and reoourse to the antiquated canal. Oovernmetit 
resulatlon of rates can effect this. The oo«nmissdoners ran let the present h>wef 
rates to compeijtrre pointe remain. They ean force a reduction oif prodta by 
a lowering of rate* to non-ixmtpetitWe points. The present rate bill envbraeea 
tbe«e good points and if properly enformd, will be a good working law for yean 
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"What Can We Do to Make Bank 
Deposits Safe?" 



A. G. Eldred, Esq. 

The question of how to make b&nk depoeitB safe can be approached from two 
points of view:— the prevention of loasea and reimbursement for iosses. Pre- 
vention is the point that is talcen today and it ie the basis upon which all pre- 
vious lawg on this subject have been framed. It has proven only a partial suc- 
cess, because prevention can come about only by restricting the operation of of- 
fLcers of the bank, and this is a disadvantage to the conservative banker and 
Uipparently of little hindrance to the n on -conservative banker. Some restric- 
tions are, of course, necessary. Examinations should be frequent and thorough 
and investment in certain lines of property and securities forbidden, but the re- 
strictions should be those that long experience has found necessary to keep the 
conservative as well as the non-conservative banker in the paths of safe banking. 

During the last few years, we have had a number of very conspicuous failures 
of the old law either where an officer by manipulations covering a long series of 
years, had successfully concealed irregularities from all the ofHcers, who relied 
implicitly upon- bis honesty; or where in a few days, the bank was looted by the 
president under what was deemed a careful system of oversight and inspection. 
No law, I venture to say, can be so framed as to prevent a person, whether he 
be bank officer or not, from misapplying money in his hands and the money in a 
bank's vault, must, in the last analysis of the question, be in the absolute con- 
trol of some individual. 

Laws heretofore framed have been framed from the standpoint of stock- 
holders rather than from the standpoint of depositors, this seems wrong. The 
entire loss should be on the stockholders for there it belongs and there it would 
be today had experience not shown that if it were there, no one would take the 

The whole trend of modem business is to put the control of an aggregate 
amount of capital in the hands of a few men and give those men an almost ab- 
solute control over it. The contributors put their money in, relying upon the in- 
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tegrity, the honesty ftnd the bminMi Judgment of the offioen, utd awnre in the 
fact, thst if this confidence is misplaced only tlie money ftdvanoed ie lost. Bank- 
ing laws, to be Hure, fo > little beyond this, Mid make the stockholdars liable not 
only for tbe money already advanced but also for an additional amount, a eer- 
tain per cent, of the amount originally contributed. But itockbolders as a rule 
are not the real sufferers of a bank's failure, and this for two reasons: first, be- 
cause they are people with more or less means, and while the failure means to 
thpm a loss, it does not mean a suffering; secondly, they are generally mm In 
touch with business conditions and generally have inside information as to the 
bank's condition. 

The class of people who really suffer by a bank's failure, is the small depoa- 
itor class; people who have, by rigid economy and saving, amassed a few hun- 
dred dollars out of their day's wages and who are depending upon thew few 
savings to keep them in their old age; and any law tending toward prerMitioii 
of loss by the failure of the bank, can only lessen the chance of their loeing, it 
cannot eliminate it. 

It eeems, therefore, to me that we muat turn to the other M» of the quaa- 
tlon, the reimbursement, and work out some theory by which, when a bank falls, 
the depositor can be reimbursed for what loss tbe failure brings upon him, 
and promptly reimbursed. 

Before going farther, it would, perhaps, be well to explain what I mean by 
depositor. I should define it something like this: A depositor is a person or a 
corporation who deposits money with a bank in interest accounts or for tbe pur- 
pose of safety or convenience. This would exclude obligations Incurred by the 
bank as an endorser or as a borrower, or debts contracted by it as a going bus- 
iness corporation. For these obligations and debts, it should stand upon the basis 
that any corporation stands upon, namely; the faith of its business aasoeiates 
in its ability to pay its debts. Therefore, 1^ it be understood that when t used 
tiip word depositor, I mean the depositor as defined by the foregoing deflnitiML 

Before attempting the solution of tbe gueetion, we must first find out just 
what obligations will have to be met by any system of reimbursement. 

There has been, in the five years from Nov. 1, 1890 to Oct. 31, 1904, Uty-OM 
failures of National Banks distributed as follows: 

Year ending October 31, IWO « 

Year ending October 31, 1001 U 

Year ending October Zl, 1002 2 

Year ending October 31, IMS 12 

Year ending October 31, 1004 20 

Total fil 

Twenty-two of the El have paid their obligations In full; four of tbe twenty- 
two have been restored to solvency and have continued to carry on their hna- 
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in«ss. The per cent, on claims proved ftji by insolTBot banks is aa followar 

Banks paying 100 per cent, 22; fniu- rpntored to so1ven..j. 

Banks paying M-lOO per cent. S. 

Banks paying 80-90 per cent. 2. 

Banks paying 70-80 per cent. 7. 

Bankfl paying 60-70 per cent. 1. 

Banks paying 60-SO per cent. 2. 

Banks paying 40-50 per cent. 3. 

Bankti paying 30-40 per cent. 2. 

Banks paying 20-30 per eent. 3. 

Total— 50. 

Of tlie 28 banks that failed and paid less than 100 per cent, of their claims, 
12 have been wound up and receivers discharged. The loss of those 12 banks has 
been $363,332 whicli is about 18 per cent, of the total aggregate of the proven 

Claims proved. Siyidendt paid. 

« 200,000 $ 1S2,548 

316,501 307^52 

119,618 8S,125 

122,403 76^1 

160,999 123,715 

217394 • 213,074 

256,098 250,181 

301,224 259,086 

119,216 48,271 

S9,S6e 88,204 

61,088 60,231 

76,191 82,400 

Total $2,044,497 Total $1,086,165 

Total loss 3fi8,332 

Amount paid on claims proved 82 per cent. 
Or shown in another way: 

Failed Wound np Lost 

Nov. 1, 18B9— Oct. 31, 1900 6 4 $ 68,603 

Nov. 1, 1900— Oct. 31, 1901 11 6 118,205 

Nov. 1, ISOl— Oct. 31, 1802 2 2 4,220 

Xov. I. IB02— Oct. 31, 1903 12 7 122,000 

Nov. 1, 1903— Oct. 31. 1904 20 7 56,304 

Total 61 25 $368,33i> 

It will' be seen, therefore, that the actual loss from the failure of hianks is 
surprisingly nmall. The loss does not include the lose of the interest but merely 
the loss on the amonnt deposited, and -on the other, debts and obligations of the 
bank. As these 12 banks represent a little less than one-half of the total nuni- 
btr of banks that have failed and have paid less than 100 per cent, on their 
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claims, tbe actual loss would, on tbis bosb, b« About two times $35S,332 or rough- 
ly, $TiiO,CMHI. Under the definition of depositor as given before, provision need not 
be made to meet all of tbis lose a8 It includes not only tbe claims of tbe depos- 
itors but tbe ^neral indebtedness of tbe bank. ... 

Reimbursement must naturally talte tbe form of insurance of some kind. 
There will be presented to Congress, this year, a bill upon this rerj point. It is a. 
bill wbich is fathered by Mr. Ellis of the S*oond Nations,! Bank of Erie. This bill 
applies only to Na.tionaJ hanks. It provides, in brief, that there be assessed upon 
evurj National bank, a certain sum of money, on the following basis: on every 
National bank having a subscribed capital of not more than $100,000. the sum of 
$100; on those having a subscribed capital exceeding $100,000, but not exceed. 
ing {500,000, (150; on those having a subscribed capital exceeding (500,000, but 
not exceeding 81,000,000, t200; and on those having a subscribed capital exceed- 
ing (1,000,000, $260. There are today 6,235 National banks divided on this classi- 
fication, as follows: 

Banks Today Classified ka To Capital. 
Less than $100,000, 4,907~per cent, of total number S0.27. 
Less thai) $100,000 to $500,000, 1,000— per cent, of total number 14.60 (esti- 
mated.) 

Less than $500,000 to $1,000,000, 164— per cent, of total numlier 4.10 (esti- 
mated.) 

Over $1,000,000 64— per cent, of total number 1.03. 
Total 6225— per cent, of total number 100.00. 

Upon this basis, there would be paid, today, the following amounts; From 
4,BeT banks at (100, $49e,700i from 1,000 banks at $160, $160,000; from 164 banks 
at $200, $32,800; from 64 banks at $260, $16,000,-a total of $698,600; this amount 
is to be taxed annually against the banks until there has been accumulated $6,- 
000,000, when the assessmenls are to cease; and are to be begun again when 
the fund shall have fallen to $5,000,000. Tbe treasurer, in charge of this fund, 
shall call from the receivers of the banks for statement of the amount owing to 
depositors and shall pay them, within a period of two years, tbe full amount 
due them if there is at that time, enough funds to meet tbe claims; if uot, the 
claims are to be paid as soou as possible from the fund. This, it seems to me, 
would be an effectual safe-guard to depositors in the banks that came under 
its operation. It would produce each year, assuming that the nunlber of bankB 
remain as it is today, a total of $693,600 per year or more than $3,500,000 in five 
years; whereas the loss during five years has been about $750,000. There would, 
to be sure, be times when the income from this fund would run behind the losses 
of banks, but these times are of rare oocurrence and ore apt to happen less and 
less as hauking bei:<>iiLes iiiorr scientific ujid upon a more stable basds; and the 
loss, as here given, includes all losses of the bank, the depositors and creditors; 
and the income does not include the interest upon money accumulated. It will be 
noticed that the proposed law does not change the system by which, today, the 
affairs of insolvent banks are managed. It merely requires tbe Comptroller of 
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the Oamncf, is Ut dueretion, within two jtan to p»,j the entire unount due 
dipoeftori, whkh the receiver is unmble to pAy. 

The objectimu to tbia Uw, aeide from the objection* that might be nude 
bf ■toekholden in & bank on the groand that the Uw would not benefit them, 
bat h entirely in the interest of the dqioeitare, fell into two clamee; first, the 
huk officers might eay, "We run our bank upon a oonservative basis, and we do 
not feel tliat we eliould be called upon to pay the losees incurred by some non- 
eoneervatlve banker;" and secondly, that the assessments made are Itaeed upon a 
dirision unfair to the imaller banks. In reply to the Sret, it mi^t be said 
that R is pretty Itard to tell juet who is a conservative banker until the bank 
has doeed ita doore, and the recnver has tabulated the available aseets. All 
bank fallurea come as a surprise to a large proportion of the depositors, and 
•ome f^lurea oome ae a surprise to thoee beat acquainted with the lunk's af- 
faire. 

And further, it would not seem that under this bill, reckless and Inju- 
dioioue management would be encouraged for the reason that their deposits are 
eecnre. The bill doee not release from liability anyone wlio is now liable for 
aasessment to meet loBses. Stockholders must lose their dividraidB under it aa 
they do now ; a receiver must be appointed and the stockholders still lose not 
only their original stock, but are required to pay the assessment of 100 per cent, 
before this fund can be drawn upon for the payment of any amount due de- 
poaitora. 

The second objection is one that, on its face, seems more reasonable, Init a 
glanoe at the statietfcs of the bank failures, show that the losses are generally 
due to the failure of the smaller banks. The 61 failures from Nov. 1, I8B9 to 
Oct. 81, IMH, are divided thus: 

Capital of Failed Banks. 

Having »I0n,000 or lees 33 

Having »KM)J)00 to »100,000 11 

Having •1,000,000 to $500,000 2 

More than »1,000,000 

ToUI 51 

It will l>e seen from this that 74 per cent, of the failures are in banks hav- 
ing 1100,000 capital or leee; 22 per cent, haivng (600,000 to $100,000 capital, and 
four per cent, having $600,000 to $1,000,000 capital. No bank with a capital of 
more than a million dollars, has failed tn that time; and of the two largest fail- 
ures in the 1600,000 to one million dollars class; the Globe National Bank of 
Uoston, having a capital of one million dollars, pt^d 100 per cent, of its claims 
and the Federal National Bank of Pittsburg, of the same capitalization, was 
restored to solvency. 

If the tax Is put upon a basis of the percentage of depositors, it is mani- 
festly unfair to the larger banks, as can be shown by the act which is now be- 
ing agitated in Kansas; this act provides for a tax of 1-10 of 1 per cent, per 
annum on the first 1100,000 of deposits and 1-20 of 1 per evat. at all deposits 
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ftlwv« tb&t amount. The minimnm uieisment to be 9100. Under this law, thi 
NatiODiil bulk of Commerce of St. Louis. Miteouri, with lt« 60 millione of de- 
poBitors, would paf ftnnuftlly, 125,000; whereas, under the bill of Mr. Bllifl, 
thejr would pa.j 9260. The Nktionat Bank of Commerce is leas liable to fail, 
because of its oonnectione with the banking system of St. Louis, than ie a 
■mailer bank, having a capital of 926,000 or 960,000 in some town where there ia 
no ether bank. 

Under the present sjstem of winding up the affairs of a bank, payment of 
the dividends is often a question of a long number of years; this, to the small 
depositor, is a great suffering in itself. The affairs of a bank are seldom wound 
up under five years, and in many of them, the receivership drags along for ten 
or fifteen. Under the proposed bill, the Comptroller of the Currency is required 
to pay the losses within two years provided, of course, that there is enough 
money in the fund to pay them; this provides, as may be seen, for a very prompt 
settlement of the accounts; it does not, however, mean that anyone owing the 
bank or anyone liable for assessments to the bank are released from the pay- 
ment of their obligations. The receiver of the bank goes on just as he does now, 
in collecting in the assets and converting them into money. But instead of mak' 
ing a dividend payable to the depositor in the bank, the dividend to which they 
would be entitled is paid to the Comptroller of the Currency and by him placed 
in this fund. 

The propoaud hill, liowevor, mi^Iit well In' cxtoiiJi'd to cover any bank wish- 
ing to oome under its provisions. If a section were added which allowed a State 
Bank, organised under laws which were acceptable to the Comptroller of the 
Currency, to become a participator in the insurance that this bill gives to the 
National bank; it wonld. I think, stton cover n.!arly every Iwnk in operation. 
State and National. A State bank would find it rather diSlcult to compete 
with a National bank when the depositors in the National bank were secured 
in their deposits ;and the Bankers' Associations would soon demand from the 
Legislature of their States that the State laws be framed to meet the require- 
ments of the Comptrollers, so that they could share in the insurance. 

At first sight, the bill seems so simple that the feeling is, it could not be a 
success; but statistics show that it would be a success except in periods of very 
marked depressions. If the fund had been started in the year 1800, for instance, 
the Income would have run far behind the losses of the National banks, and at 
the end of the five years, this fund would have owed the National banks nearly 
fifteen millions of dollars. It would have taken a. long time to have ever made 
this up, but the number of National banks has increased so rapidly in the last 
fifteen years, there having been organized since the Act of March 14, 1000, down 
to October 31st, 1906, 2062 banks, and the number of banks has grown 3244 banks 
In 1890 to 5666 banks on March Ist, 1906. 

If this fund had been started in 1860, it would have nearly reached the six 
millions by this time, and this, as additional security, would be behind the 
depositor in National banks today. It would seem, therefore, that a law of thia 
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kiBd, ■ ilmpla and concise eiuwtment, th*t met not only the theory but that 
would have been aucceBsfuI if applied to the National banks in the laat five or 
ten years, would be a law that should have the backing of the banker as well 
as the depositor, and with the suggested addition of covering State bantcH as 
well as National, would prove a eolntion of the question of securing bank depos- 
its; it would do awajr, in the first place, with runs upon banks and it would 
save, thereby, many solvent inatitutions from passing into the hands of a re' 
ceiver, For it would be but a short time until everyone became acquainted with 
tho law's provisional and the small depositor would feel that he had behind, 
the credit of his local institution, a guaranty that would protect him. 
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"The Benefit and Maintenance of 
Our Hospital." 

Dr. J. R. Durham 

The Wamn Bmergeney Hospital recentlj' completed the ninth year of iti 
work in our ootDmunit^. A hiBtory of this work hu been recorded in umnat 
reporta, «tid th«ie Are used as « basis in presenting the main facts related in tlUs 
p*p«r. 

The history of the Warren Emergency Hospital naturally divides into two 
periods, with a brief introduction. The first period being from its incorporation 
— Uarch, IBM, to December, 1900. The second period being from December, 1000, 
the bu ginnln g of the work in the present building, to the dose of the year just 

Introductory to the fir«t period, we note that in February, 1806, the Society 
of Christian Workers was organized by ladies representing the different churches 
of Warren. Thdr work passed through various changes, but by their efforts, 
it 1>ecaroe more and more Apparent that some place was needed in our commnn- 
ity where eaaea of sickness, accidents and operations might reeciTe prompt at- 
tention. 

With limKed means, but great faith, and the encouragement of friends and 
physleiuu, these ladies ventured upon the experiment of conducting a small 
lioapital, and of proving not only the need, but the I>enefits, of snch an institu- 
tion in our town. From this small beginning grew the Emergency Hasi^tal aa 
it U today. 

Firat Period. 

The work of the Warren Emergency Hospital properly begins with April, 
1898, when a Charter was secured and the sign, "Warren Emergency Hospital" 
was raised above the door of a small dwelling on North Liberty street. 

Expenses were much greater than in the former, chairitable work done by 
the Society, which had l>een largely sustained by gifts and private subscriptions. 
Considerable etiarity work continued to be done in the Hospital, and the income 
received from pay patients was by no means sufScient to «arry on the work. 
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Without the iupport of generoiu frimda and physiciMW, the experiment would 
hare been t, failure. 

Sevsntj-Mren pstients were cmred for during the flnt ten monthi, and the 
fact tluit « hoipitftl w«fl Deeded h«d been clearij eatabliihed. 

In June, ISOO, the first State appropriation, C2,000, for two years was secured, 
and the flnEmcMl problema were more easily solved thereafter. 

The experiment )iad proren a success. The need of a hospital had beei 
demonstrated. Generons friends ttecame interested in the worlc accomplished bj 
the ladies with such limited means and aoeonunodations, and were impressed 
with the need of a property planned and equipped building for hospital purposes. 

About forty-two thousand dollars was raised by subeeriptiona ranging from 
flO/KW to fSOO, and during 1000, the present building as erected as a permanent 
home for the hospital, at a cost of about 941.600 for groonds, building and equip- 
UMuti and in IBOl was turned over to the Warren Emergency Hospital. 

Althou^ only partially equipped and not entirely ftoished, the work of mov- 
ing from the old quarters was accomplished on Dec 24th, and Christmas, 1900, 
vras the first day spent in the new hospital. 

During the 22 months of this first period, 150 patients were eared for, — re- 
ceiving 26fi2 days' care, about onetbird of which was charity. 

Second Period. 

With the opening of the new building began a new era in hospital work. 

There have been few changes in the hospital management, and with very 
rare exceptions, the work has progressed harmoniously. 

The value of the hospital property as It stands today, may safely be esti- 
mated at ^,000. Of this amount, the cltisens of Warren and outside subscrib- 
ers have contributed $C2,000, and the State, by appropriation for a contagioiu 
cottage, 93,000. 

During 1003, an adjustment was made with representatives of- the Estate 
of George W. 8il], by which the hospital received in full settlement of its claim 
as residuary l^atee under Mr. Sill's will, the sum of $T2,S00. By the terms of 
settlement, 900,000 is designated the "George W. Sill Memorial Fund," the in- 
come alone to be used as follows:— First, for the payment at the end of each 
year of any indebtedness that may have accumulated. Second, for the improve- 
ment of buildings and grounds. Third, for the running expenses of the iiospital. 

The remaining $12,600 was placed In the control of the Board of Directors to 
be used to pay off any indebtedness outstanding at that date, and for the erec- 
tion of additional buildings as needed. 

With this outline of the history of the hospitd before us, we may now more 
intelligently consider the subject of its maintenance and benefits. 

Maintenance. 
We will first take a rapid surrey of the expense of malntenaBoe and r«- 
odpts lor the six yean of this seaoBd period. 
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Year. 




1001 


14066 


1D02 


8627 


]M)3 


12787 


I»M 


11388 


1906 


10417 


1B06 


11412 



35 
SKeipts. EscflH. Notes OntataBding 

$ 4170 9307 I 383 

7046 880 1060 

12700 87 IBOO 

11728 33»» 1000 

10215 202 1000 

11230 181 600 

*£xcew of receiptE over ekpcnditurea. 

It can be eeea from this table, that with one exception, expeiUM have alwayi 
exceeded receipts, and it has been neceasarj to carry notes in order to promptly 
pay bills incurred each month. 

Receipts available for maintenance are derived mainly from pay patients 
and State appropriation. Last year, in order to settle the accounts for the 
year, it was necessary to draw on the George W. Sill Fund to the amount of 
over a thonsand dollars. 

The amounts received from patients and State appropriations during ths 
past six years are as follows: 

Tear. Pstients. State. 

1001 «22I4 ti7eo 

lOOZ 2207 .4000 

1003 6181 4126 

1004 4767 4600 
1006 6334 4826 
1006 64S0 6000 

The receipts from the George W. Sill Fund have been used almost esclosively 
for the renovating and improving of the main building and grounds, although a 
small payment on the Contagious Cottage and on furnishing of the Nurses' 
Home was made from this fund- Without this fund it would have been impos* 
silrle to maintain the hospital in its present fine condition and high standing, aa 
it has enabled the Directors to use alt the monies otherwise secured, for tbs 
maintenance of the hospital. 

Benefits. 

We need only to look at the records of patients dnrtng the past six years 
to be convinced of the need and benefits of the hospital. 

The growth in the number of patients cared for is in proportion to the ex' 
penditures and out of proportion to the receipts, as there has been a steady in> 
crease in the amount of charity work. 

Not to tire you with further yearly reports, I present a summary of a fev 
items for the past six years. 

Number of cases treated, 15B0; cured, 980; improved, 331; unimproved, 06; 
died, 126; charity cases treated, 2S8; charity days care, 5,037; total days' care, 
27,154. 

In addition, there have been a large number of part charity patients reedv- 
ing many days of part-charity care. 
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Theaa figure! aJone should oonrinee th« most skeptieal that Emergency Hm- 
pital ia t, benefit to onr community. When, in addition, we think of the 49 
Moident caBSB brought to the hoapital during the paat feu alone, of the mvtf 
OBsea of audden illnetEi necesaitating operationa, and the •dvantagea of the hoc- 
pital to thoae whoae homes are elsewhere — in boarding houaee, or in homo lack- 
ing favorable accoaunodatione, we are more atrongly ImprMSod with the mnne> 
tioo that Smergeucy Hoapltal has been of untold benefit to our community. 

We wonder how we ever aucceeded In getting along so many yeara without 
it, and Warren is to be congratulated on having «o close at hand, and so r«adily 
Hccessible, an institution so well equipped and conducted. 

Like all public institutions. Emergen:; Hospital has had its share of adveraa 
criticism. The most persistent and unjust being in the mistaken ide* that no 
cbarity work ia done, and in regard to its maintenance. 

It is utterly abaurd to claim, aa some mistaken people have, tlut it is a pay- 
ing, private institution, for the enriclmient of the Board of Directors. 

Not one penn; has ever been realised by any stockholder on hia investment, 
nor is it ever expected. 

The HoBpital was incorporated with $6,000 Capital stock, at (G.OO a ahare, 
and has never been increased. The majority of the stock is held by the generous 
friends who erected the hospital building, and was issued to them, pro rata wh^i 
the building was turned over to the Board of Directors. The shares of stock 
by no means equalling the amount of tbeir subscriptions. 

The ladies mana|^ng the affairs of the Hospital, tn addition to pnrchaaing 
one or more shares of stock, which is necessary to become eligible as Directors, 
hare given of their time, eJTort and means to make the Hospital a success vrith 
no thought of compensation. The Secretary and the Treasurer's aasiatant alone 
receiving small aalariea. 

It seems hard also to convince the people that money ia needed, on account, 
perhapa, of the large aum received from the late George W. Sill. As already 
stated, this fund is permanently invested, and the Income available for specified 
purpoaes. 

Let ue consider, for a few moments, another phase of this maintenance ques- 
tion, using last year's report as our baaie. 

The average cost per patient per day to the Hoapital was found to be 92.12 
for the charity year. 

The Hospital charge for private rooms ia (16 a week or $2.25 a day, and flM 
a day for the wards. It can be seen at once that the Hospital makes very little, 
if anything, even on its private room patients. Certainly every ward patient 
is, in a sense, part charity even though paying the regular ward rates, since 
the Hospital pays out for them fully double the amount received. 

Tliis average cost is high compared to some Hoapitala. Several explanations 
might be given, it is snlSaient to atate here that our patients are getting the 
beneflta of rates as low and lower than is obtained in most Hospitals. In other 
words, the patients resMve much more than they pay for, reemving better care 
at lower cost than if they remained in their own homes., Uttle, U anyi dis* 
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tinetion is nude in the treatment knd Bnppllea furnished to pa^ng ftnd ta ch*rit}r 
patientB in the Wkrds, and this is Bomething rare in hOBpitat management. 

The Btatement 1b Btill frequentlj made. In apite of reporte to the contrary 
published monthly, that no charity work Ib done at the HoBpital. In addition 
to the flguree alrendy given along thia line, your kttention ia called to the fact 
that during 1S06, 69 eharity and 190 part charity patients were cared fur. 

During the two yeart just pawed, the coat to the Hospital of the charity 
woric was over $13,000.00, and during that time the Hospital received $9,626.00 
from the State, leaving over 93,300.00 to lie provided for in other ways. This 
has been possible through private donations and the George W. Sill Fund. 

Our County Commissioners are given a reduced rate for all patients sent to 
the Hospital bj them, and they are counted by the Hospital as psrt-charity 
patients. No patient is ever refused admission and care because of inability 
to pay. The charity cases receive care, board, medicine, supplies, ambulance ser- 
vice when required, and attendance of physician — absolutely without charge; 
tlie physicians serving in turn as visiting phyaicians to charity patients. In 
view of these facts it is not strange that the Hospital management desires the 
County Commissioners to take as many of the poor cases as possible, and it 
seuns no more than just that this should be done, since the Hospital is giving 
more in charity work on every case sent by them, than the amount received; 
and the benefits of the Hospital are extended throughout the county. 

Nothing at all Is received from our town, as in some places, for tke main- 
tenance of the Hospital, except In the line of private donations, whioh have al- 
ways been generous. 

Now for a few words in regard to the Contagious Cottage. This was built 
and furnished at a cost of about $6,000, of which $3,000 was paid by the State. 

What shall we say of its maintenance and benefits t 

The rate established by the Board of Directors— $lfi a week guaranteed— 
seems prohibitive to poor people, the people who would be most benefitted by its 
use and the most desiorua of using It. 

From the standpoint if the Hospital management, this price is far below 
the eost to them, since one patient would necessitate the heating of the building, 
quarantine of at least two nurses, and perhaps necessitate the hiring of extra 
help In the main building. 

It seems unreasonable after realizing the expense of maintenance and amount 
of charity work done, to expect the Hospital management to build and main- 
tain at big cost, a place having every convenience for the care of contagious 
eases, without being assured that the some proportion of the expense be secur- 
ed aa In other cases. 

It would seem that here an opportunity for our Town Council and our 
County Commissioners to st^ to the front and guarantee the charges for all who 
ore unable to pay them, and are thus deprived of better care than can be se- 
cured In their homes. 

It would be a great benefit to physidona treating the coses, to the sick, to. 
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their families and the entire community, and would partially oompenaate th« 
Hospital management for their investment. 

It has been said by one well versed in hoBpiUil management that 

"A hoepital is an institution, the main object of which la not the mAking 
of money nor the advancement of science, but rather the cure of the aiok, 
the feeble, the injured. It aims to bring the benefits of the most advanced sci- 
ence, the most skillful nursing, the most favoring material and moral oonditiona 
to the relief of the suffering of all classes. It gives a well appointed temporary 
home to those whose homes lack the appliances favorablt to recovery, and it adds 
some appliances which the most luxurious homes cannot furnish. It is thus % 
public charity, a benefit to all in every cIbbb who may need its help. But it 
is an expensive charity — one of the most expensive known to modem civilization. 
Current expenses are seen to be heavy, the diet must be choice and often 
expensive, medicines and instruments must be the most effective known to tha 
profession, the BtaS of nurses must be such that whenever, by day or night, 
any kind of service is required, it must always be at hand. In the minds of 
may person, a hospital implies unlimited resources which the Directors can dis- 
pense without stint. As a matter of fact, no institutions are more liable to 
financial straits, because the natural tendency of hospital directors is to extend 
to suffering humanity a larger charity than their means will permit." 

The Warren Emergency Hospital is an illustration of the truth of this gen- 
eral statement. 

In dosing I wish to thank the Superintendent bf Emergency Hospital for 
courtesies extended in the preparation of this paper and especially to the Sec- 
retary, Fannie M. Smith, whose grouping of facts is embodied in tlie above. 
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"What Part Should the Church Take 
in Social Reform?" 



Rev. H. M. Conaway 

The title of an able uid interesting p^per read a few jean ago bj Prof. 
Bowne, of Boston University, was: "The Moralization of Ijfe and the Vitilization 
of Morals." In this thoughtful discussion the author pointed out these two facta 
of moral progreBs; (1) That men's conduct must be broogfat to conform to the 
moral ideas of the age. Eveo supposing that morality is stable, unchanging, mui 
most be taught, encouraged, and induced to live in accordance to moral ideas; (2) 
that eren our moral ideas mast be Titalized, pren new insight, new content, new 
power over will and thought. These two processes may go on simultaneously, 
more and more may conduct be conformed to accepted moral ideas and more and 
more may our moral ideas be renewed, vitalized and enobled. However, 
these two phases of moral progress may not coincide. One process may character- 
lie one period of history, and the other another period. That is, there may be an 
epoch in history when sodety is striving to bring the masses to practice in their 
daily conduct well accepted convictions of duty, to give conscience with its present 
conception of right and wrong a controlling influence in society. Then there may 
dawn an epoch when men discuss the very fundamental principles of human con- 
duct. They then seek to discover what is invalid and what la discordant with 
the present meaning of life, what new light has to reveal for the regulation of hu- 
man relations. Such a time is an age of moral rennaiasance, an era of ethical dis- 
covery in fundamentals, a time when new moral insight is given to men. The 
later sixteenth century was such a reimaissance period in moral ideals. A new 
conscience seemed to be stirred in men. Old practices hitherto tolerable were 
questioned, new conceptions were raised into authority over conduct. The closing 
decade of the eighteenth century and the earlier decades of the nineteenth cent- 
ury were marked by such discussion of the cardinal principles of moral life. Per- 
haps tihe causes of this eight e.inth -nineteenth centuiy retuiaiaaance are discover- 
able in the new religious enthusiasm, in the new democratic idealism, in the new 
economic thought. These new accents and ideals set men to investigating the con- 
tent of the social morality and to making quest for such moral ideals as would in- 
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corporate these new thoughts ' snd feelings, and would give tliem authority ov^ 

the conduct of the people. 

If we s.re to heed the call of certain writers today who discuu social morality, 
, we would conclude that we are now sorely in need of a moral regeneration, of a 
new discovery and recognition of the fundamentals of morals. In our newly 
gotten wealth. In our new organization and combination of capital and of labor, 
in our crowded and extended cities, in our expanded world commerce we have en- 
tered such new conditions that we are sufTering from tbe want of a revision of our 
morality. To quote Prof. Robs; "The conclusion of the whole matter [s this: — 
Our lodal organization has developed to a stage where the old righteousness ia 
not enough. We need an annual supplement to the Decalogue. The growth of 
credit inatituticras, the spread of fiduciary relations, th# enmeshing of Indurtry 
in law, the interlacing of government and business, the multiplication of boards 
and inspectors, — beneficent as they all are, they invite to sin. What gateways 
they open to greed 1 What fresh parasites they let loose on ub! How idle in our 
new situation to intone the old litanies! The reality of this close-knit life is not 
to be seen and touched; it must be thought. The sins it opens the door to are to 
be discerned by knitting the brows rather than opening the eyes. It takes imag- 
ination to see that bogus medical diploma, lying advertisement, and fake testimo- 
nial are death dealing inHtruments. It takes imagination to see that savings bank 
wrecker, loan shark and investment swindler in taking livelihoods take lives. It 
takes imagination to see that the business of debauching voters, fixing juries, se. 
ducing law-makera, and corrupting public servants is like sawing through tbe 
props of a crowded band-stand. We are in tbe organic phase, and the thickening 
perils that beset our path can be beheld only by the mind's eye." So says Dr. 
RosB. This may be excited language, intemperate in its alarm, and too bitter In 
its insinuation*. Tbe old Decalogue may be lofty enough to smite each of. theae 
Bbusesj but if we are not in need of a new moral code, we do need a more explicit . 
application, and a more potent enforcement of moral concepts. 

By this review of the history and method of moral transition we have wished 
to show that human society in its ethical relations is not stationary, fixed, unpro- 
gressive. In fact we are ever on the change. The process of change may be' slow, 
moderate, or swift, but change we have. The student of social history has no 
diflloulty to mark changes in industry, in oommerce, in politics, in learning, in art, 
in ethics and in religion. Readjustment to new conditions and new surroundings 
must be made. Society, therefore, must adjust itself to these changes, and bring 
to exist between its classes, and between individuals such social relations as are 
most moral and most conducive to the general welfare. 

The method of accomplishing this necessary readjustment is of capital import- 
ance. How to make these transitions from the old status which is unjast and op- 
preaatve to thd new status beat adapted to existing conditions, is a question whiiA 
men do not often discuss and vote upon; but blindly or seeingly, they must act. 

We may suppose two processes of transition in the progress of human society. 
First, it may be evolutional— completely evolutional. Becoud,It may be ref ormatlv* 
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— law fr more violent. In % perfectly erolutional method of transition men wonld 
move on from age to age and from stage to etags with a complete compreh«nalon 
of all the tDterrelBtloni tliat should exist in the new age and a mmplete adjust- 
Uient of society. There would tx no person, no class, no aection neglecting or ne- 
I^Mted. The new machinerj would work without jar or friction, and the result 
would 1m ideal. Gradually, conBtantly, willingly, and happily would men move on 
in the way of progress, of readjustment, of social perfection. But this has never oc- 
currod, and doubtless will never occur. It may serve the author of a new Utopia, 
but will never 1>e the history of social progresB as it is among men endowed at 
men are now. The- other method is that of social reform. Men discover the im- 
perfections, maladjustments and injustices that are <n their present social and 
moral relations, and seek to eliminate the wrongs, to correct tbe evils, to readapt 
the social organization in tbe light of justice, of righteousness, and of human wel- 
fare. To some will be given tbe mind to see where lies the friction, the jar, the 
injuatiice; these must enll^ten, convince, and persuade otiiers. There may stand 
oj^oaed to the new adjustment, the stupidity of the victims of the old, the obdur- 
acy of its inflietors, theestabiiBhedorder of the age, the moral inertia of men in gen- 
eral. Light, inspiration, ipereuasion and possibly physical force are necessaxy to 
bring to pass the change. If the organs of reform are general and enlightened 
and pgesoBsed of the sources of political power, they may achieve the correction 
of the fault and establish the just relations without violent methods. But if the 
abuse is long neglected, if its victims have suffered long and helplessly, if tbe pos- 
aeasors of power hav« been stubborn and unyielding and the neglected and oppres- 
ed, awake, cry out, organise, and attack, the reform will be violent, revolutionary, 
possibly sanguinary. Such methods of reform are deplorable, and enlightened 
peoples are seeking to avoid them. Possibly it is better that justice should come 
even thus than not to come at alt ; but better la it that reform comes by wise and 
peaceful methods. It reform cannot be expected to go on in the perfectly evolu- 
tional way; if tbe violent and revolutionary method has grievous and hurtful ac- 
companiments, the best possible process is the way of peaceful reform. 

Social reform is the endeavor to readjust social relations upon an ethical 
basis; to advance society from a condition where the relations between individuals 
or classes Is not just and moral to a state of society where there is justice and 
rig^t. The best possible way to secure this in a democratic age, where the nomi- 
nal power is in the possession of the people, and where, though the actual power 
Duty be vested in others. It may at tbeir will be resumed by the people, is by the 
enlightenment of public opinion by wise diacussions, by the encouragement of the 
people to act themselves in accordance with just principles, and to avail them- 
selves of social institutions, of governmental organiKation,and of political powers 
for securing the proper adjustment. What then can the Church do to further 
this peaceful but effective reformation in society? 

In order to consider this relation of the Church to social reform we need to 
note what constitutes the Church, what are its legitimate functions, and what are 
ita organs for co-operating in the reform*. 
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The Churdi U tbe wliole body of beUevera orfudcAd under the ctnutltiited 
fontM. The Church is not its chiefMt offieera, not Its subordin»te sgnita, not iti 
Hynoda, coimcilt or conferences, not its ininiHtve nor its laity esclusivelj, but itl 
whole organized bodj of believera. While each of the members of the Church may 
hold his private opinion about social usages, may openly advocate hla views, may 
co-operate in many ways to advance his views, and to secure their a«ceptaDce and 
establishment, this can not be sud to be the action of the Church, unless the body 
of beKeTers, through their eonstltutional organs has determined upon the adro- 
eacj' of the reforms. However, when the Qiurch has not forbidden, its individ- 
ual members may be for or against such propositions of reform. Tliis personal 
action may not in strictness be called the Church, though the members of the 
Church may tn this unofficial way exercise much inSuence for reform. 

The fimetions of the church may be grouped under three divisions; spiritual, 
ethical, and social. The Church is in the world to give men a vision of God, to 
make them aware of a Spiritual Presence with which all men have to do, to em- 
phasize ever in men's minds the worth of the human spirit, its relation to the 
Eternal, ways of reconciliation and of inspiration. This function she dare not 
ueglect, dare not obstruct, dare not do unfaithfully. To fail in this is to fail of 
her high calling. Men are to be made to know and feel that they hare to do with 
the very Spirit of love, of truth, of purity, of justice, of holiness. This is her su- 
preme commission. 

But the Church surely has an ethical mission; spirituality can not be divorced 
from morality. God must be shown to be moral in His dealing with His children 
and His children must be taught to exercise morality with their fellow men. An 
Immoral religion is condemnable, an unmoral religion is censurable. The individ- 
ual must be warned against vice, shown the personal and social consequences of 
bis sins and made to know that he is his brother's keeper. True it is that great 
spiritual truths, put to the imiterstending of men, quicken thpir moral sense, anJ 
stimulate their moral endeavor; but there must be moral appeal, "line upon line, 
precept upon precept, here a Uttle, there a little," personal vice and social sins 
must be forbidden; men must be dissuaded from such practices, and lives must be 
led into the King's highway of holiness. Should the Church fail of this ethical in- 
tent, of this moral stimulus, it will lose respect in modern society, its reason of 
being will be questioned and society wilt doubt the expediency of its continuance 
and support. 

The church has a social mission in the world. It brings people into fellow- 
ship, -seek^ to have them live in peace and in co-operation; it asks after the un- 
classed and strives to bring them Into its circle. In other days it exercised other 
social functions. It collected alms and distributed them to the needy; it christen- 
ed the child and buried the dead, kept the record and the cemetery; it provided 
the school and cared for the unfortunate. Some of these have now passed under 
the office of the state. Is it beyond the province of the Church to leam the truth 
about social conditions, and to foster necessary reforms! Here is the parting of 
the ways. Some aTiswer, "Yes," and some say, "No," Often our prejudices, our 
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feeling, our flnuidftl int«raatM niggMt to ua the Answer. If tbe r«fonn appeftli 
to US we t^f "Yes" if it does not, "No." But eert&iDl;f in moTementa Against vioe, 
in the vlimination of evident injueticM, in the abolition of mnii'a inhumanity to 
man ttie C%ui«h ehouid be expected to favor tlie progresB and co-i]perate in the re- 
form. Snrel^ when social wrongs are under conaideratioo it may be expected that 
the Church will be good enough to lift a voice of appeal And lend a hand of help 
In their correction. 

Some of the objections that may be urged against the Church's interference In 
questions of social reform are as follows. The Church is not primariljr interested 
in questions of economics, of industrj, of political control. Its leadership is not 
usually in the hands of men of commM'ce, of finance, of legislation, bat the clergy 
have a predominating influence in her councils. Therefore, it may be urged, that 
the Church is incompetent to direct in social que^tiun^ involving economic, gov- 
ernmental, and flnancial factors. It can be answered that the humane side, the 
ethical aspect of such questions are not less vital and essential that the economic 
or governmental. And the church, being interested in the humane aapect of such 
problems should be heard. Again the councils, assemblies, and conferences of the 
Church are not exclusively filled with the clergy, but here the active, interested, 
intelligent man of fausinsae, of politics, of public affatrs has a plate and a voice. 
The policy of the church then may be formulated in the double-light of business 
interest and of the general human welfare. 

The Church is a conservative body. It has a constituency of people of dif- 
ferent positions and of differing interests in social questions. There are the man of 
capital and the man of labor; the master and the servant; the rich and the poor, 
the fortuqate and the unfortunate. While the individual may hold and advocate 
a theory or principle, to bring a large body to unite sufficiently upon a platform 
of reform so as to declare it to be the policy and pronunciation of the Church has 
therefore its difficulty. 

Certain individuals of the Church may hold and maintain personal opinions 
about reform far in advance of their Church. Even after these progressive minds 
have induced the authoritive organ of the Church to pronounce in favor of their 
advanced principles, it is difficult to secure the general acceptance and the uni- 
form enforcement of them. The interests of peace, the peril of schism may re- 
quire that the general Church shall move carefully. One of the valuable functiona 
of the church Is to keep persons of different social conditions in sympathy and 
mutual good will. It may be that in social reform this conservative, reconciling 
service is most salutary. TJie church should endeavor to hold men in mutual good 
will, while they consider, discuss and gain enlightenment and understanding of the 
problems at isaue^ 

It may be urged that when the Church begins to discuss aocial reforms, to ad- 
vocate recona-t ructions in the relations of society, it is led to neglect its chief aim 
and purpose, the teaching of spiritual truths and the preaching of man's eternal 
Kalvation, This is not necessarily the result. Then man's salvation is temporal 
■a well as eternal; his spiritual life is affected by his social conditions. Then the 
neglect by the Church of man in unwholesome and unjust conditions, producea 
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4onbt of tha Ghmdi'a inMliganee, oonrftga, •j'upAtltj'i ud powar. While imdi- 
c»l* UMf Intempenitelf om«nr« the Church, becftuw abe doe* not kdopt ksd for- 
ward evny novel puueea propo*»d for the good of men, there ii jnat oeniure for 
her bllndneu or oowardice or negleot in matteri of evident injustice and inhumui- 
ity. It ii not neceKury thkt when Che church co-operet«e in social reform that the 
pnll^t U to be evwlaitingl; discuMing these problenu mnd methods for their solu- 
tion. Thii ma;r he most unwise, Is doubtless often Inexpedient. But the Churob 
sboold gi*«them wise«onsideration,uid with the Injured should go her s^rmpathjr. It 
nay be that in the pronunciations of her authoritivs coundli; in her literature 
periodicals and books, in ber conference*, rather than in her aernione Hhe can bet- 
ter uttv her y<^ee. Men maj differ in what they deem appropriate subjeeta for 
pulpit treatment. Di8hi>p Brooke seldcmi discussed a social probletn in bis aer- 
mona; his was a ministry of spiritual light and of inspiration, a dealing with the 
eternal veritica. On the other hand Washington Gladden brings his principles to 
b«ar constantly and explicitly upon practical conduct and social r«latiDna. Each 
has done great good. 

Let me cite in conclusion a paragr^h from Dr. Charlea Reynolds BrowD, tak- 
en from his Yale lectures to which he has given the title "The Social Ueasaga of 
the Modern Pulpit." 

"The ohnrch ia naturally conservative as to all projects of hasty reform. It 
directs its efforts mainly to increasing the amount and enlarging the content of 
that righteousness, individual and social, which constitutes its major study. It 
•eeks, Indeed to quicken and strengthen human sympathy with want and pain, 
but it must seek still more to deepm also the sense of equity and justice which 
ahall aawe over wide areas to decrease the occasion for such charitable efforts. If 
It can Bte«dily exalt the spiritual above the material values, until that just ap- 
praisement shall become, an abiding part of the moral conscienceness of our race; if 
it can promote an intelligent and insistent good-will among men as the one-inform- 
ing principle capable of producing a stable, prosperous, and joyou* society; if it ' 
can impress upon the heart of mankind the fact that there is a will of God in all 
these industrial matters, whioh must be ascertidned, obeyed, and realized before 
we can stand right with Him; and If it can discover and lay bare to the faltenag 
will those deeper sources of motive for social effort, then the Church will be rend- 
ering an incomparable servicK This does not involve such a knowledge of eoono- 
mics or of political action as would qualify it for statesmanship, but it does In- 
volve a fuller understanding of the real content of the Qospel and a feATlessnew 
in making thorough going application of its principles to modem conditions." 
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President's AddresS""The 
Parcels Post." 



IV. ly. Davis 



The modern United Ststei poetofflce with Its Bystem of uniform rmtu waa the 
ercktion of the eongrcM of 1803. Under this Iaw of 1803 efgbt ounce p&rcela of m 
few ■peciOe aTtlelea of merch&ndiae w«re truuported throu^ the mallB «t the rate 
of one cent for eAoh two ounces. 

In 1878 the United States parcel poit, third cIshs matter, wna extended to 
twelve ounce parcelB of general Tnerchandiae and four pound parceh of book«. at 
the common rate of one cent for each two ouncea. In 18T4 the weight limit of all 
matter handled hj the United States parcel poBt was fixed at four pounde, with the 
common rate of 1B72, one cent for each two ounccB; and half the general merchaO' 
dire rate of today. 

The year 1S74 saw the highest culmination of the United States parcel poBt. 
In 1B7S the Bubatitution of the word ounce for the phrase, two ounces, in the law 
determining the parcel rate, increased the rate one hundred per cent, from ei^t to 
•ixteen ccntB per pound. An amendment to the postal appropriation bill of 1878 
relieved the pubHshlng int«reBtB from the one hundred per cent increaBC in tax on 
their merchandise, printed books etc., by reducing the rate on book parcels to that 
of 1874. Tha congreee of 1870 found third class matter divided into books, dreu- 
lars, etc., taxed one cent for each two ounces, and general merchandise taxed one 
hundred per cent higher with so little difference in character in many eases fts to 
Make it practically impoBsible to determine which rate sboutd be applied; a revis- 
ion to the old law of 1874 with its common rate of one cent for each two ounces 
would have solved this difficulty with benefit to the public and the post office, but 
not to the satisfaction of the Express companies. Congress therefore confirmed 
the then existing confusion by styling books etc, third class matter, eight cents 
per pound, and other kinds of merchandise, fourth class matter, sixteen cents per 
pound. This, however left the seed men and farmers subject to the one hundred 
per cent, increase on their wares, over the old la^w of 1874 and seedmen and farm- 
er* hava Totea. It therefore happened that in 1688, scions, seeds, bulbs, etc, were 
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giren the old third cIbm rate in cases where they were not intended for use >■ 
food. 

It will be Been that the United States paroels post of 1874 had a uniform rate 
for merchandiie of one cent for each two ounces, weight of package not to exceed 
four pounds. This preceded the domestic parcels post of France by six years, and 
that of Great Britian by nine years. 

Compare however 1874 with today: 
Some merchandise, printed boclcs, etc, Third class matter, 8c per lb. 

Blank Books, Fourth class matter 16c per lb. 

Visiting Cards, printed. Third class matter, 8c per lb 

Visiting cards, blank. Fourth class matter per lb 16c 

Christmas cards, printed on paper. Third class matter per lb 8c 

Christines cards printed on silk, satin or any other substance 

than paper. Fourth class matter per lb 16e 

Advertisements on ordinary paper. Third class, per Ih Sc 

Advertisements on blotting paper, Fourth class matter, per lb. ... 16c 
Potatoes, peas, beans, chestnuts, etc., intended for planting, 

Third class matter, per lb Se 

Potatoes, peas, beans, chestnuts, etc., intended for use as food, 

Fourth class matter, per lb 16c 

Is there any rhyme or reason about such rates aa those. What difference 
does it make in carrying these articles whether they are intended for use a* food 
or not, or whether the visiting cards are printed or blank T 

Compare also our present service wiOh that of the leading countries of Eu- 
rope. Parcels of genera.l merchandise: All Germany includinjt Austria, weight 
limited to 11 pounde in each package; 7 to II pounds 12 cents; 22 pounds (two 
parcels) 24 oents. A package weighing eleven pounds will he carried up to 
forty-sdx miles tor six cents. 

France, weight of package, limited to twenty-two poiuids; 7 pounds 12 cente; 
11 pounds 16 cents; 22 pounds (one parcel) 2S cents. France also escbaages 
twenty-two pound parcels with Belgium and Switzerland for thirty oeots. 

Great Britain, weight of package limited to eleven pounds. 7 pounds 18 
cents; 11 pounds 24 ceiits; 22 pounds (two parcels) 4Sc. The rates of Great 
Britain insure to $5!00; a register fee of four cents insures to $26.00. 

United States, weight of package limited to tour pounds, 7 pounds (two pal- 
eels) $1.12; 11 pounds (three parcels) $1.76; 22 pounds (six parcels) $3.62. The 
United States register fee of eight cents gives no Insurance. Our parcels post of 
1874 was the best, in 1907 is the worst of any among the great nations. 

In Switzerland a package of merchandise weighing forty-four pounds goes 
through the mails for city and rural delivery for thirtj three cents, up to sixty 
two milee one hundred and ten pounds goes for sixty cents. The Swias Library 
post carries four pound parcels to and from home and library for three cents. 
Why should not American public servants provide as eSicient and as cheap postal 
service for American citizens as European parliaments provide for Eurc^teana; with 
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First and Second da«i> matter this article has nothing to do, bnt I vish to «om- 
pAre with the following letter rates; 

Great Britain, fnur ounce letters two cents; United States, general public, 
.four ounce letters eight cents; Congressmen and Senators, four ounce letters Free. 

What right have Ojngressmpn ani! Senators to tax the genpral public, four 
times the letter rate of England, while they provide for themselves four ounce let- 
ters free? 

New Zealand opened the twentieth century by a proclamation of a two cent 
half ounce letter rate to all the world, and the experiment has proved a brilliant 
success both financially and commercially. Already one hundred postal adminis- 
trations accept and deliver New Zealand two cent letters without surcharge, 
among them the United States, But, however, on letters from the United States 
to New Zealand, the rate is five cents. 

The English parcels post rate was established July 1st, 1883, by the late 
Henry Fawcett, who was then postmaster genera!. He was blind, but as minister 
he displayed the administrative skill of a Kitchener. The English parcels post 
pay ftfty-five per cent, of the postage on railway borne parcela for railway transit. 
Unlike the German arrangement it does not include a cash on delivery system. 

The German parcels post has many merits. In the first place it sdapts the 
"'Sene" system to the conveyance of goods, on the principle that it is unfair that 
it Should cost as much to send a parcel fifty, as to send it a thousand miles. It 
is but just that a manufacturer sending his goods a thousand miles to compete 
with local dealers should defray at Feast part of th>< expense of transit incurred 
by the post otfice, and in this way the danger to small local industries is done 
away with. Another feature is its rapidity of operation. Nearly every train car- 
ries mails and parcels, flung in at station after station. It is needless to point 
out how important this is to the farmer and market gardner, flowers are received 
with the dew still glittering on their petals. Parcels may be mailed C. 0. D., ac- 
companied by the invoice, the postman presents the invoice with the parcel, re- 
ceives the amount, and by the next mail returns it to the shipper. The present 
rates were adopted in 1873. The German government has no occasion to enforce 
heavy rates, it can impose Its own terms on the railway companies. By law these 
have to carry free all parcela under eleven pounds in weight. 

That the present rates of most of the foreign countries is not an experiment 
is proven by the experience of Franw. France commencing in IfiSO with seven 
pound parcels, extended her parcels limit in 1802 to. eleven pounds. In 1897 to 
twenty-two pounds,the last increase of one hundred per cent proving especially 
successful. Note the comparison of the parcels posts of France and of the United 
States: 

France, twenty-two pounds in one parcel ..'. 26c 

United States, twraity-two pounds in six parcels 93,62 

Under the Laws of the World's postal union, a book goes around the world one 
pound for eight cents. Why then are American voters taxed sixteen cents per 
pound ongeneral merchandise, sent by mailacrossaeity streett One reaaongiven 
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b7 Mr. Loud, of California, lometime ago, waa, "Bnoh bauncH ai tlie poat otDo 
DOW does in ca.nying fourth claas matter, should be done by private entM^riao. 
If I had my way the post office would give no more faoilities than it ^tbi today, 
it would give fewer." 

THB HBHKT BILL 

In 1004 CongreHaman Henry, of Conneetient, introduced tlw following UHi 
known as Honse Resolution 464S. 

"Be it enacted by the senate and honse of representatives of the United 
State* of America in Congress assembled. 

Section I. — That the third and fourth classes of nuul matter be and are hereby 
consolidated under the title of Merchandise at the Third Gass Rate, one cent for 
each two ounces, eight cents per pound. 

Section IL — This act shall take effect Immediately upon approval thereof." 

This looked so simple and the arguments in its favor so unanswerable, that it 
seemed as if it must be taken up at once and passed. It was indorsed by the leg- 
i*lBtureq of a number of ditTerent stat<ie, by the National Grange, the American 
Federation of I^bor, and by various Boards of Trade and other commercial or- 
ganizations 

It was referred, however, to the House Postal Committee and there it ramain- 
ri. One of the majority of the committee expressed his opinion as to the hand- 
ling of merchandise by the post office in almost the same language as that tued 
. by Mr. Loud. 

Another said that the "objecticm to this bill is due to the fact that it it 
likely to prove an entering wedge for legislation establishing an eleven pound par- 
cel post. A fifty pound parcel post, and after a little a general freight and pas- 
senger post." 

But what of It! Are we to be det>arred from a needed postal improvement 
becauAe the experience of its benefits may prove the practicability of further 
Improvements T 

There is no doubt that the passage of this bill would largely increase the 
postal revenue and decrease the deficiency which in IQOS was about C13,000,ODO. 
no small part of which was due to the Eural Postal Routes. 

Where the delivery machine is a post wagon, as in the American Rural Ser- 
viee, the restrictions of the horse power machine to a footman's service conld not 
fail to result in disasterous loss to the post office and little beneBt to the rural 
public. 

The average load of the American Rural post wagon, including the entire mail 
collected and delivered on the average twenty-five mile route, serving 127 houses, 
nearly aix hundred people, IM in weight about twenty pounds, hulk, less t^an a 
bushel. The cost of the average rural route pw month in IBM was 949.54, the 
inoMne $10.04 or about forty-one cents per day. 

The transportation of intelligence, letters, newspapers etc., valuable as it is 
to the rural public can not pay the cost of the rural service; and the high mer- 
chandise rate, sixteen cents per pound, limited to four pound pareela proliibita the 
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